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Ottawa, Ontario, 
Thursday, 
September 22, 1960. 


---On commencing at 10.00 a.m. 


THE CHAIRMAN: Order, please. 

I think the first thing this morning is to 
speak to the question of dates. Now, we cannot please 
everybody, and we probably please nobody, but what we 
have ruled is that Manitoba shall go on today and to- 
mOnroM. Will you finish in-chief, do you think? 

MR, MAURO: Oh, yes. 

THE CHAIRMAN: Well, we will not sit on 
Saturday because the Board must consider Mr. Frawley's 
motion, amongst other things, and on Monday Mr. Saunders 
will be here to give evidence in-chief -- Monday and 
Tuesday. But he must not deal with grain techniques, 
costing techniques. We are still hopeful that some 
Beene eaent can be made to shorten up the impasse on 
grain techniques, 

Then, after Mr. Saunders' cross-examination, 
Manitoba will go on until finished. Then, we will 
adjourn until the llth of October,when Mr. Frawley will 
start. After Mr, Frawley's evidence is finished, and 
there as beencross-examination of his witnesses, the 
C.P.R. and C.N.R. cases will go on. 

Saunders! cross-examination on Volume I will 
be immediately followed by his ecross-examination on 


his Volume II on the cost question, and then Mr. Banks 


and Mr. Borts. 
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We are extremely anxious to get this whole 
thing in and to finish it by Christmas, and unless we 
make progress in this way it will be #eomeabTe to do 
atv. | 

Now, these are the rulings. 

MR, SINCLAIR: If the Commission pleases, I 
have some comments I would like to make in regard to 
the directions the Commission have made, and in par- 
ticular I would like to refer the Commission to the 
transcript, Volume 19, of December 16, 1959. And 
so that this may be put in its proper context, Mr. 
Chairman and Commissioners, I would like to say how 
this arose, 

The Commission will realize that at its 
meeting in September a year ago, the railways were 
directed to produce their full story and submission in 
respect to the Crow's Nest issue and to file them by 
specific dates, and to file their precis of siraeise. 

The Commission fixed a hearing commencing in 
December to deal with these matters. 

Notwithstanding that direction of the Commis ~ 
sion, and I must say in parentheses that the railways 
did comply with the orders, and notwithstanding the 
direc.ion then made by this Commission, Mr. MacKimmie, 


joined in by my friends from the provinces, requested 


adjournment of cross-examination of the costing witnesses. 


This was objected to by railway counsel Mr. 
McDonald, on behalf of Canadian National, and myself 


on behalf of Canadian Pacific. The Commission took 
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it under consideration and they ruled that they would 

give effect to the objections to proceeding raised by 

the grain handling organizations! counsel on behalf of 

his clients, and the_similar objections of other counsel 
from the western provinces, The Commission accordingly 
fixed March for the cross-examination of certain of the 
costing witnesses, 

Again, this was not proceeded with, and the 
eross-examination took place in June, when the Commission 
said that this was to go on in March, 

In December, I requested the Commission in 
these words, on December 16, 1959, page 2623: 

"I would ask the Commission to direct 

that the substantive case that has been 

referred to of the western provinces and 

of the grain trade -- the pools and the 

UGG and Northwest Line -- also proceed 

4nine dh ebony following the cross-examination 

of the cost witnesses, and that the rail- 

ways be given a full precis of their 
substantive case not later than, we will 

say, the 15th of February next.” 

I went on on other matters. You, Mr. Chairman, said: 
"We will give consideration to your 
suggestion, Mr. Sinclair, but will make 
no direction today.” 


Mr. Macdougall. said: 


"T would like to associate the Canadian 


National with Mr. Sinclair's request ~” 
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“y 


ry 


and ask the Commission to so rule as soon 

as it finds it convenient.” 
You, sir, said 

"We will make no direction at the 

moment, but we will direct in that 

respect.” 
Of course, we were relying on that statement. You 
said that you knew you could not please everybody, 
but that you would make directions, and you did SO. 
You have made more than one. The last was made and 

an official notification issued which reached me 

on June 20th last. There is a lot more in the 
transcript that could be referred to leading up to 
this, but this made clear what the Commission was 


saying to the people who still had submissions to 


make, 
This is its final order: 
"Grain marketing organizations will 
follow the provinces; submissions of 
the grain marketing organizations are 
due August 15, 1960. 
"Governmentsof the Atlantic provinces, 
Saskatchewan, Manitoba and Alberta 
are due August 15, 1960. 
"Canadian National and Canadian 
Pacific railways will follow the grain 
marketing organizations; submissions 
are due September 15, 1960." 


In accordance with that direction, the railways did 
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1 

2 comply; the Atlantic provinces did comply; Saskatchewan 
3 did comply; and British Columbia had complied. 

4 Now, Mr. Chairman, we now find ourselves -- 
5 and I can refer to the transcript of the other day, 

6 just this last week, in which you said to all counsel: 
7 "We make orders and we expect them to 

8 be carried out." 

9 At another place in the transcript -- away back last 
10 December -=- you announced to all counsel: 

11 "Cooperate on dates, but failing agree- 

12 ment between counsel on dates we shall 

13 rule," 

| These are your words, sir, not mine: 

15 "We shall rule," 

16 A categorical imperative. yesterday we had counsel 
17 for the province of Alberta say, "Well, now, I didn't 
18 think the dates were important. The only thing 

19 that I am guilty of is that I did not tell the 
20 Commission that I was not going to comply with its 

1 order, I just didn't do anything." And I want to 
a make it clear to the province of Alberta counsel that 
23 I certainly was including Mr. Banks. 

24 Notwithstanding, the fact is clear that 
25 Mr, Banks and his type of evidence was included in the 
26 direction of the Commission along with all other evidente. 
oa Now, Mr. Chairman, I think that we will do 
28 our best to comply with the ruling of the Commission 
29 as we have done since these proceedings started. We 
30 
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have not asked to stand down one single witness, with 
this exception: on the western tour Dr. Winch of 
Saskatoon presented his brief overnight, and the 
Commission will well remember the hours and the times 
the Commission were sitting. We did not feel we had 
time to do it, and so we asked that he be stood down 
and his presentation made in Ottawa. This was done, 

Now, with that single exception the railways 
hye not stood down witnesses. And, without a single 
exception, the railways have complied with each and 
every order of this Commission, as they should do, 
There is nothing to our credit in that. That is what 
our duty is to do -- to follow the categorical impera- 
tives of authority, which is the Commission. 

I have spoken of the prejudice that the rail- 
ways are under. Let me point it up just a little bit 
more. Prejudice is something that all tribunals are 
concerned about, Prejudice that cannot be recovered 
causes them even greater concern, That is the 
position of Canadian Pacific in particular. It has 
only one place to get its money, and that is by selling 
its services at the best price it can get and by reducing 
its expenses and controlling its expenses consistent 
with ics obligations and its duties. 

The management of Canadian Pacific have done 
this. When the Turgeon Royal Commission was sitting, it 
was there a long time, but the prejudice was not opera- 
tive because rate adjustments, general revenue cases, 


were proceeding at the same time as the Turgeon Royal 
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Commission was conducting its hearings. 

But this time it is different. By government 
directive they said to Canadian Pacific and Canadian 
National: "we are freezing your revenues, your rates; 
you cannot have a general revenue case until this 
Commission reports." And the Prime Minister said: 

"That report will be in our hands within a year." That 
year has gone. The rates and revenues of the 
Canadian Pacific and the railways of Canada are still 
frozen, 

It may be that counsel are having difficulty 
with their consultants, They are busy men; Mr. Frawley 
said they were professional men. 

Mr, Ghairman, so are we all professional 
men. We have been accustomed, by training, to make 
arrangements to comply with authority. When we were 
told to be here, the railways, we brought professional 
men and had them sit here until it was their turn to 
be called, Not only that, we had the presidents of 
these two corporations sit here until it was their 
turn to be called, We brought professional men 
from the United States -- Gharles Smith, Dr--Rexd_K. 
Edwards -- and we had them here when we were told to 
have them here, 

Now, Mr. Frawley may be having difficulty wit 
some of his people. He says so, and I believe him, 

But quite frankly, sir, I had trouble arranging with 
my people to get them here, but I arranged it, as I have 
done, and as every professional man has done ever since 


he became a barrister. I do not think that this is an 
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excuse or that it should be given weight, and it makes 
all the worse, sir, when Americans can come and say, 
"We are busy people and therefore we eannetene there", 
and prevent the orderly progress of a bel eles pro- 
ceeding. That is a serious matter. 

THE CHAIRMAN: Well, Mr. Sinclair, much 
water has gone under the bridge since a year ago,last 
September, and we are extremely anxious to wind this up. 
As my colleague here says, he is like a laundryman from 
the Congo; he wants to go home, and so do we all. 

We are anxious to get this cleaned up, and 
we must make rulings, and we must make progress. 

As to prejudices, the Commission and you 
have had Volume I, so if you are prejudiced at all you 
are prejudiced now, because naturally we read all the 
evidence that is submitted to us, and merely putting 
it in the record does not change matters particularly. 

MR, SINCLAIR: Mr. Chairman, the Commission 
allowed the people who looked at our material six months 
to consider it after it was filed. You certainly would 
not, I would SGaeeee. sir, -- I am sure this is not so -- 
you would not surely ask the railways to spend less time 
considering the material that is filed by the grain 
handli.g organizations and the provinces, if they felt 
they needed it. 

THE CHAIRMAN: Well, Mr. Sinclair, we must 
get through, and we have ruled. 

MR. SINCLAIR: And we may, then, sir, have to 


request the same treatment as this Commission extended 


Pe < 
| Dy : 
een a bis lgtew abet od hitch ve 
Wy cee Boa eas a> Sntovenh sein (88 SHTOW 
<"2ueflt se gonna ew exoroWers bre atgoeg veut 
-o1g netbsnsd # 20 gaeagoxg vivehro eMi Jno. 


dl wee auolves « ei tedT .gnthe 


riownt kstonne st Alew :HAMALAHO Tat He 
— taal. ogs 189y 6 Sonte epbind srt tehmu enog asm ee 


| «Qe abdd baiw of avolxns wlenerdxe 81s sw brs radmotgse tie 
mort manyrbowsl w SHEL at of ,eyse ered euysellos ym ea} 
fis ow ob of — < S10 OF ‘or adnaw ef ,oORMoOD odd 

bis ,qu beaeelo efdt veg oF avolune ore OW 
See TROT Sslem Paum sw bas .egaliur soism deum ow et 
Noy bre sokgetmmod est ,asotbuterq oF oA ee 
yoy Ife 3s udtbince os poy tk o8 .I emuloV ban svsd jer) 
eft Els baer ow gikeuwdne seusoed wom Heoltbu|exq es pe 
gaiivsug yletem bis .su ot betiindua at Jen? sonebtve ne 
.yinsivuotivsg aietiam eynserin Jon ss0b frrooet eit mi gt 
flobagimnod odd yramctat .1M :ATAIOMTE AM ler 


addnom xe Letretem two 76 bevloe!l oxtw efgoeq eft bewolls us 


— Dbivew yinisdyss voY .beiit easw gt retts i aebtanoco ov FS 
=-- o6 Jon at eltdt eyue ms I -- ,the ,taogave Blyow I ,ton nse 

att asel brsqe ot ayewlist ef? wes ylewe ton blvow uoy jes 
| £ 


: afery ois yd bellt ef get Isiretam ait galxebtanos 


#f91t yerd tt .ssentvorg eid DNs snotdastnapto 3 tibaed qe 


_ é 


»3f bebesn yond 


ar’ ow .rhsloqgte) «ait a ae ant 


ANGUS, STONEHOUSE & CO. LTD. Sinclair 15648 


TORONTO, ONTARIO 


to people of opposite interests. 

THE CHAIRMAN: We ruled, and that is all 
there is to it. | 

MR. SINCLAIR: Well,. of en re that is 
a ruling to us and it will be abided by. I wish we 
could say the same for others on rulings that have been 


made, 
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MR, MAURO: Mr. Chairman and Goumisnioners, 
yesterday at adjournment Mr, Stechishin was discussing 
the matter of inter-line rates under the general 
heading of “Inequities in the General Freight 
Structure," and we had concluded with the list of 
competitive stations in western Canada and those 
that were official interchanges, 

Qe Would you continue, please, from 
there, Mr. Stechishin? | 

MR, STECHISHIN: The mere fact that both 
railways reach a point or even serve a junction point 
does not give the shipper the right to construct 
his conbimation rate on that junction point unless the 
railways choose to designate that junction point as 
an official interchange, A check of the railway 
tariffs indicates 138 common junction points to 
both railways in western Canada but that interchange 
is recognized at only 42 of these points, When the 
railways fail to provide an official interchange at a 
point where physical interchange is possible, the 
shipper is compelled to compute his mileage over some 
other point which has been so designated, In many 
cases this involves additional mileage with resultant 
higher rates, For example, suppose a shipper in 
Winkler, Man, wished to send canned goods to a buyer 
in Gardenton, Man. This shipment, if sent by rail, 
would move via C.P.R. 


We should have the diagram in first, Mr. 


Mauro, 


one hbaie —_— 
~Soaterlonsant Laced rhe, oon ¢ 


‘as Saveig 2*helsncg wy Sigoy ap 
tatdntioeds oe saved 
Mied gerd d2n% Seton ae CHEESE Bore 7m 


Pelog nois Schl # SPWCR news to tahog a dostier oyanban 


ae 
Fawr oF achat ott raqdtde bi svig Jom eck | 


ie 
t 


7 


ew ses Coy Intoa sitddcstt Sent one athe mkv apbdne®. etd 
8 Hatdg fofftowsh sade itsneteep ow saouste evnetton om : 
Mawstoy wf lo Hoe A. pegmedbasdat rheeetie ms | 
od atntodg lah ad rdamitieey et Keteo Liat ontinet 
SgusiotsIst suds tid ehewen cuetoow at evewihieg pra: 
ori asdw SUntog sxe to Stongian ip LDemlegoousk af & 
@ 8B QUGRHO edn? Lesnar wm sbivoge ov sat ayeu lle tog : 
- get pS idiersag se aires Ty ie lant one repre valg aredy saLog ia 
lees evo. 9eosliun aie attaGoo a3: Del faangp ge sege ide | me 
Yam of Hes seu nek on @act gen dfotay Tutor cathe 
fas La0% rs Coe sysctl fin Been iat hha: sevloumt clad sous 
: AL weygivia « 280 5que eal qnates i s -S9oe" tedgid 
Wey BGs sleep borane Dawe e bediete ‘mm teLlatw ae | 
Weise Yd Ines iY lf remyicia akAE see cHodepaIAn mt Ne 
} | tae ey: eon Siew ae 


OS ident ot msxys th: eae of 
v ga Ys) —_ : : | 


re seam ; S 


ANGUS, STONEHOUSE & co.Lro. Stechishin, Rutledge, 15650 
TORONTO, ONTARIO Trachtenberg, dir, 
(Mauro ) 


MR, MAURO: Mr. Chairman and Commissioners, 
if you would turn to diagram II-5, the diagram will 
become 153-G. | 
~~-EXHIBIT 153-G - Diagram II-5, Ti Tile Sweats railways 

and mileage Winkler to Gardenton, 

Q. Now, Mr. Stechishin, perhaps with 
reference to Exhibit 153-G you would carry on with 
your text. 

MR, STECHISHIN: This shgpment, if sent by 
rail, would move via C.P.R. 8,1 miles to Plum Coulee, 
then 23.1 miles to Morris, then 42,6 miles to Winnipeg, 
then 3.2 miles to Paddington, Paddington being the 
official interchange. There it would be turned over 
to the G.N.R. That railway would move the goods 4,3 
miles back to Winnipeg, then 40,2 miles back to 
Morris, then 26,0 miles to Emerson and finally 25.3 mile 
to Gardenton. The total distance via this route is 
172.8 miles. 

62. If an interchange were provided at Morris, 
Manitoba, the nearest point at which the shipment could 
avoid a back haul, the mileage would be only 62.5 miles 
or 90 miles less, This is illustrated by Diagram 
II-5. 

Q. You have described the situation with 
regards to inter-line rates in western Canada, What 
is the situation in eastern Canada? 

MR, STECHISHIN: Before I answer that 
question, I should mention that this is just an 


illustration. There are other instances of a similar 
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(Mauro ) 
nature, 
COMMISSIONER GOBEIL: He is forced to do 
that? 
MR, STECHISHIN: He has no choice but to 
do that, 


MR, SINCLAIR: You mean there are no shipment 
move this way? | 7 

MR, MAURO: If there was any Shipment going 
by “Winkle to Gardenton it would go that wav. 

MR, STECHISHIN: They do move by truck; 
I know that, 

COMMISSIONER ANSCOMB: If they go by truck 
they wouldn't go that way? 

MR, STECHISHIN: No, they would go direct. 
They wouldn't go through Morris; they would oe Sense 
of Morris, actually. 
63, Within eastern Canada a different situation 
exists, When the Canadian National system was 
formed, shippers had been able to resist efforts of the 
railways to restrict routing in such a way that would 
have resulted in higher rates, When the class rate 
equalization order was issued in 1955, the railways 
regarded this as an opportunity to remove those joint 
routes and rates which they had inherited within 
eastern Canada at the time of the amalgamation. 
However, shipper reaction was such that within a very 
short time the Ganadian railways published a tariff 
in which the calculation of through rates from 


stations on one railway to stations on the other 
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railway was restored to the basis of the through 
mileage, and not on the sum of local rates, This 
tariff is only applicable between specified stations 
in eastern Canada. The railways have bean requested 
to publish a similar tariff in western Canada, This 
they have consistently refused to do. 

MR, MAURO: I would refer the Commission 
to section 336, sub-section (2) (b) of the Railway 
Act which reads as follows: 

"336 (2) The Board may, with a view 

to implementing the national freight 

rates policy, require any railway 

COMPANY cee ccer 

(b) to establish for each article or 

group of articles for which mileage 

commodity rates are specified, a 

‘uniform scale of mileage commodity rates 

applicable on its system in Canada, such 

rates to be expressed in blocks or groups, 
the blocks or groups to include 
relatively greater distances for the 
longer than for the shorter hauls," 

Q. You will note, Mr. Stechishin, 
this section which states the national freight rates 
policy requires each railway company 

"So establish.....a uniform scale 
of mileage commodity rates applicable on 


its system in Canada". 
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Would you please tell the Commission if 
this has been done? 

MR, STECHISHIN: This has not been done. 
In those limited instances where commodity mileage 
rates were equalized, the railways did not establish 

"a uniform scale of amileage 

commodity rates applicable on its system 

in Canada," 
Rather the railways established identical scales, 
one applicable within eastern Canada and the other 
applicable within western Canada, but neither scale 
applicable between eastern and western Canada. The 
boundaries of eastern and western Canada for freight 
rates purposes are at the Canadian Lakehead cities 
of Port Arthur and Fort William and the divisional point 
of Armstrong on the northern line of the Canadian 
National Railways. The territory immediately east 
of this boundary is of commercial importance to 
ey cca both as a source of raw materials and as a 
market for Manitoba products. Where the goods move 
on mileage commodity rates, this boundary becomes a 
barrier, Goods which originate east of the boundary 
are charged one rate to the Lakehead and then a 
completely new rate westward is imposed, as if the 
goods were unloaded from one car, trucked through a 
shed, re~loaded into another car and started a 
completely new journey. This, of course, is not 
the case, 
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scale on scrap iron to illustrate this point. 
Winnipeg and district is a major use# of scrap iron. 
In addition to obtaining this vital raw material 
from the farms and mines to the west and north, it is 
frequently necessary to draw on the available supply 
from an easterly direction, There are a mumber of 
mines in the Geraldton = Beardmore area of Ontario 
which are sources of supply. When scrap iron is 
Shipped from Geraldton to Winnipeg, the rate is 
constructed as follows: 

Geraldton to Armstrong, Ont. 

163.5 miles; mileage rate 33¢ 


Armstrong to Winnipeg, Man. 


391.2 miles; mileage rate 53¢ 
Total rate 86¢ 
67. On the other hand, if the shipper in 


Geraldton chose to send his serap iron to say 
Hamilton, Ontario, his rate would not be compounded but 
would be based on the actual through mileage of 733 
miles -- that is from Geraldton to Hamilton -- for 
arate of 84 cents, This illustrates that under the 
"equalized" scale, Winnipeg is charged more for a 
shipment of 555 miles than an eastern competitor pays 
for a haul some 200 miles farther, 

68. Because the mileage scale is not a 
competitive rate, it cannot be higher than the rate 
to a more distant point. The Armstrong to Hamilton 


rate is 95 cents reduced by the Bridge Subsidy to 
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v 
76 eghts. “Since 76 cents is lower than the 84 cents 
from Geraldton to Hamilton, it would govern as a 
maximum and the Geraldton shipper would pay only 76 
cents for his 733 mile haul. However,* this. 
Giscussion is concerned with the principle of adding 
the local rate beyond the rate-breaking point and not 


the effects of the Bridge Subsidy which are dealt with 


elsewhere, 
69. Now let us substitute the mileage scale on 
vegetables for that of scrap iron, Manitoba is 


the rine tani producer of qual isy, peas in the 
Dominion of Canada. The Board of Transport 
Commissioners in December of 1958 ordered a revised 
seale of mileage rates to apply on the movement of 
vegetables (including peas) within western Canada, 
At that time the Board authorized the railways to 
apply the same mileage scale within eastern Canada 
should they feel a mileage scale advantageous. Tt 
is our egewevandiie that the railways are now 
proposing to institute this same "equalized" scale 
within the east and the following figures are based 


on the assumption this has been done >-- using 


A \ 
Geraldton again as the destination. 
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Winnipeg to Geraldton 
Mileage rate Winnipeg to Armstrong 
291.2 miles at — 69¢ 


Mileage rate Armstrong to Geraldton 


163.5 miles at 43¢ 
Through rate 69¢ plus 43¢ - $1.12 
But through class rate is only $ 1,03 


Therefore the Winnipeg shipper is denied the benefit 
of a commodity rate on this important commodity and 
pays 100 per cent of the class rate, He wouldn't 
pay the$1.12, he would only pay the $1.03, because it 
cannot be exceeded, 
Hamilton to Geraldton 
732.8 miles at $ 1,08 

But Hamilton to Armstrong is $1.22, reduced by Bridge 
Subsidy to $1.01, so Hamilton shipper pays only 
$1.01 for 733 miles compared with Winnipeg shippers 
$1.03 for 555 Gir: This rate of $1,01 
represents 85 per cent of the Hamilton - Geraldton 
class rate of $1.19. 

| Qe Whereas im the @ase of Winnipeg the 
shipper pays 100 per cent of the class rate? 

MR, STECHISHIN: That is right. 

70. We have calculated the mileage rates from 
Winnipeg to a number of eastern destinations -- 
this is on vegetables we are speaking here -- and in 
no case have we found that the resulting combination 


produces a lower rate than the class rate. In 
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other words, the special reduced rates offered under 
the mileage commodity rate on vegetables are 
denied to Manitoba shippers into this entire important 
eastern Canadian market, 

Qe Does this combination of lake and 
rail mean anew rate? 

MR, STECHISHIN: »No, it does not, 

“ale Strangely enough traffic unloaded from lake 
vessels which in fact is unloaded, trucked ee a 
freight shed, and reloaded into a railway car for 

the balance of its journey westward, is not charged 

a completely new rate, The balance of the through 
rate on lake and rail traffic is determined in exactly 
the same manner as if the traffic had arrived on a 
through train and had been dispatched with no further 
effort than a change in train crew. 

THE CHAIRMAN: Mr. Mauro, before leaving 
this section, referring again to F, you mean to say 
that in shipping from Hamilto to Winnipeg it matters 
not which line handles it, the rates are the same? 

MR, MAURO: That is right. There could 
have been fifteen interchanges, but the rate in 
Winnipeg would we the same regardless of which line 
handled it. There could be nine interchanges, 
apparently, without aw increase in the rate. 

Q. Are there any okher aspects of this 
problem of inter-line rates, Mr. Stechishin, that 
you wish to discuss at this time? 


MR, STECHISHIN: Yes, there is. ea 
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mentioned earlier the impact of the bridge subsidy, 
and now I would like to add a little about that 

bridge subsidy on inter-line rates, 

aes Another aspect of this problem which should 
be considered in the context of inter-line rates and 
the inequities that flow from present policies 
concerns the practices of the Canadian railways, as 

a result of the so-called Bridge Subsidy. The report 
of the Royal Commission dated February 9, 1951, 
contains a chapter (11) entitled "The Rail Link Between 
East and West", which states as follows: 

"It is the existence of this necessary 
link between Canada's two vast areas that 
must be recognized, It is ealled for, 
not only by the requirements of the exchange 
of goods for commercial purposes, but also 
by those of our national defence structure, 
The problem presented is that of maintaining 
this link so long at ieast as it does not 
provide sufficient revenue for its own 
maintenance, This problem concerns the 
whole country and not only its western 
portion, and the responsibility for its 
‘golubien-should be assumed by the nation 
as, for instance, in the case of the 
mainteriance of our canal system. 

It would appear suitable, in these 
circumstances, to provide that the cost 


of maintaining that portion of our 
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appears: 
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transcontinental railway system which 
serves as a line or bridge between east 
and west be charged upon the general 
revenue of the country. This 

arrangement would reduce the expense of 

the railways by relieving them of a 
liability for which at present they have 

to recoup themselves by means of relatively 
high freight charges on the through traffic 
passing over this bridge between the two 
areas." (Report of the Royal Commission 

on Transportation, 1951, page 253). 


At page 254 of the report the following 


"The trackage between Sudbury and 
Fort William on the main line of the 
Canadian Pacific Railway Company constitutes 
that company's ‘bridge’, A corresponding 
extent of trackage on the Canadian National 
Railways! 'bridge” should also be 
provided for. If this proposal is 
adopted a number of details concerning 
its application will have to be worked out 
between the government authorities and 
the railways. A rough estimate of the 
cost of maintaining this line between 
east and west makes it appear that the 
liability taken over by the Treasury will 


ee approximately $7,000,000 annually. 
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It is expected that the assistance 
herein provided will be particularly 
effective as a measure of relief in the 
case of charges on westbound traffic passing 
over this bridge. The Crow's Nest Pass rate 
structure provides to a considerable extent 
although, of course not altogether, for the 


requirements of traffie eastbound, (Ibid). 


T4. Pursuant to these recommendations, an 
amendment to the Railway Act was passed in 1951 which 
appears as Section 468 of the Act. 
es The said section reads as follows: 

"68, (1). 

Subject to the provisions of this 
section, the Minister of Finance net when 
authorized by the Governor-in-Council, pay 
out of the Consolidated Revenue fund 
(a) to the Canadian Pacific Railway Company 

an amount equal to the annual cost of 
maintaining the trackage between 
Sudbury and Fort William on its 
transcontinental line of railway, and 
(bo) te the Canadian National Railway 
Company an amount equal to the annual 
eost of maintaining trackege 
corresponding in extent to the trackage 
mentioned in paragraph (a) between 
Sapreol and Fort William and between 
Cochrane and Armstrong on the 


transcontinental lines of Canadian 
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National Railways, 

The Board of Transport Commissioners 
for Canada shall determine the annual 
cost of maintaining the. trackage for 
which payment may be made under this 
section and shall fix the extent of 
such trackage in respect of each 
company. 

The amounts paid under sub-section (1) 
shall not in any year exceed seven 
million dollars in the aggregate, 

When the cost of maintenance of the 
trackage on the lines of radiwig 
specified in sub-section (1) exceeds 
in any year the sum of seven million 
dollars, the payments authorized by 
sub-section (1) shall be apportioned 
between the companies according to 

the amounts expended by each company 
on the maintenance of its trackage. 
The amounts paid under sub-section (1) 
shall be applied to a reduction in the 
relative level of rates applying on 
freight traffic moving in both 
directions between points in eastern 
Canada and points in western Canada 
over the trackage to which the payment 
relates, in such manner as the Board 


may allow or direct." 
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TOs The chief? benefit intended by the 1951 
amendment to the Railway Act was the lowering of rates 
between eastern and western Canada, particularly on 
westbound traffic as set owt in the recommendation 

of the Turgeon Commission. The Board of Transport 
Commissioners in administering Section 468 did é3; 
however, in a manner which departed somewhat from the 
benefits intended by the Turgeon Commission and by 
Parliament, The Board prescribed that the reduction 
would be only 50 per cent based on the trackage, 
expressed in cents per 100 pounds, and 50 per cent 

on the total rate from point of origin to final 
destination, expressed as a percentage, The cents 
per hundred pounds portion reflects the elimination 
of the burden of that portion of the trackage, as 
recommended by the Turgeon Commission, The 
percentage of the through rate has no relation to the 
trackage which was to be lifted from the rate structure 
and is merely an overall rate reduction. Thus , 
while the Turgeon Commission clearly indicated that 
the cost of maintaining this "trackage" was to be 
lifted from the shippers, the method of application 
prescribed by the Board emphasizes the reduction in 
rates rather than the actual trackage. 

cae Prior to the implementation of the Bridge 
Subsidy there were over 100 routes between eastern 
Canada and western Canada via the United States -- 
and that refers to Exhibit 153-F. One of the 


effects of the Bridge Subsidy is that the reduction in 
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rates has had the effect of Si ikipatta United States 
railroads from participating in east-west Canadian 
traffic, since they do not participate in the Bridge 
Subsidy. As @ result, the rail transport charges 
paid by Canadian shippers became higher than intended. 
18. The subsidy, for all practical purposes, 
eliminated what had been a highly competitive situation 
for east-west traffic. As @ vesult, the now eaptive 
traffic was left to the remaining carriers, the C.P.R. 
and the C.N.R. The Ganadian railways did not go so 
far as to charge combination rates when the point of 
origin Was on one railway and the destination was on 
the other, however, local switching charges are 
assessed if one or both of the points are served by 
both railways and the shipment moves by the railway 
other than that actually placing the car for loading or 
unloading. Thus, if the shipper is located in 
eastern Canada on the Canadian National Railways, 

and the consignee in Winnipeg on the Canadian Pacific 
Railway, switehing cannot he avoided at either origin 
or destination. On the other ind, if the shipment 
is consigned to a local siding on the Canadian National 
Railways in Manitoba, no switching is assessed. That 
is, if it originates on the ¢.N.R. in the east. 

Many Winnipeg industries in good faith had located 

on the tracks of the Midland Railway jointly owned by 
the Northern Pacific and Great Northern Railways. 

For many years these industries had paid no switching 


charges on traffie to or from eastern Canada, They 
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now find, however, that despite the fact that there 
has been no change in the physical handling of the 
cars, switching charges are unavoidable, regardless 
of whether the movement from eastern Canada is by 
Canadian Pacific or by Canadian National. In 


A 


sist qwewed, the benefit to the shipper from the 
Bridge Subsidy has been reduced by the amount of the 
switching charge which had not been assessed prior to 
institution of the Subsidy. By employing this device 
the Canadian railways have lessened for certain 
aEaoave the benefits intended by Parliament and paid 
for by the National Treasury, 

Q. Do you have any recommendation in 
regard to this matter of the inequities in inter-line 
rates, Mr, Stechishin? 

MR, STECHISHIN : 

79. The government of Manitoba recommends with 
respect to inter-line rates as follows: 

80, Where freight rates are based on mileage 
they should be based between all stations in Canada 
on the shortest through rail mileage regardless of 
whether or not it is necessary in the course of the 
movement to transfer the Boone from one railway to 
another. This recommendation is not an attempt to 
preclude the use of station "groups" or "key points", 
The railways should continue to be allowed,-in fact 
they should be encouraged, to mame one central point 
ibe an economic area as the rate basing point and 


apply that vate to surrounding stations disregarding 
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minor differences in mileage. It is our considered 


opinion that if this recommendation is implemented, 

it would have the effect of firstly, giving equality 
of treatment between eastern and western Ganada and 
secondly, equality of treatment between those stations 
which are located on the lines of a single eae 
and those stations which have had the good fortune 

to be located on the lines of two or more railways, 

THE CHAIRMAN: And you say there is_ 
different treatment between east and west? 

MR, MAURO: We do, sir, I think I recall 
someone in the Maritimes mentioned something about 
these joint through rates, 

THE CHATRMAN: And you say that is an 
inequity? 

MR, MAURO: We say it is inequitable 
treatment, 

COMMISSIONER BALCH: Many Winnipeg 
industries in good faith located on tracks on the 
Midland Railway and Great Northern, and later that 
was changed because the Canadian National and 
Canadian Pacific handled it. Why was that? 

MR, STECHISHIN: The Midland Railway is 
jointly owned by the Canadian Pacific and the Great 
Northern, 

COMMISSIONER BALCH: Are there not quite 
a number of industries in Winnipeg located on the 
Midland tracks? 


MR. STECHISHIN;: They cannot be got at 
by them and they are forced to pay these rates. 


oe 


hershlengo tHe #f $F - honed 


W@tiege® wetivds (cigar iG seat ite add 


His, 6hberat—o Piste luew hun wreters 


Pet dawstqut 6), nobis cena oes ate staat 0 


ae | 
Sneglvste Boone om ii eses To 
/ 
\ 
4 
¥EN I a & i od " I] « oc K se a 
sido hoy eels be | Hosow wisal ia 
Le 
~ dl ° r 
oyevist ° . is. ue 
’ : —_* bs 
' al eZ u 
34. ra) ped Sin, 
' f * 
L5% ti a h 
° 
‘ i! J - i nds 
gy LP 
7 tore 
vad 6 
r ‘ . 
‘ rT on! ‘ 
" ¥ . 
a tie ' ry Pi 7 f if a, 
te ‘ 
be | a s > & > @ | » 
i LoS af oor uk et ist! base « 
. 
é “ - ig iT , ad he »S d 
f eee I , = 
é ' 34 We s . ' 
4 i. 
ex Yow se 92 [62M nt? i. its rl ha , a 


Sach ety SG stifosd netieash ef? wi bem witatol 


« Me Ne 10 ? 


OIA AVM IMO 


ANGUS, STONEHOUSE & Co.tTo, Stechishin, Rutledge, 15666 
Peni = Trachtenberg, dir 
(Mauro ) 


COMMISSIONER ANSCOMB: Before you leave 
that, the second line on page 36: "Disregarding minor 
differences in mileage": how much is"minor"? 

MR. STECHISHIN : Depending on the length of 
haul. In Canada they will disregard up to ten, fifteen 
and even twenty miles, in some cases, 

COMMISSIONER ANSCOMB: That is all? 

MR, STECHISHIN: In the United States the 
rate groups are roughly 4o-oaa miles in diameter, which 
would be about 20 miles from the centre points, It 
varies in individual cases. 

COMMISSIONER ANSCOMB: Thank you, 

MR. MAURO: Q. What is the next matter you 
wish to deal with? 

MR. STECHISHIN: Inequities Under the 
Long and Short Haul Clause, 

31 Sections 317 to 324 inclusive of the Railway 
Act carry the general heading of "Equality as to 
Tolls and Facilities". Section 317, subsection (5), 
commonly referred to as the long and short haul clause, 
reads as follows: 
M315 ) fhe Board shall not approve or allow 
any toll, that for the like description 

of goods, or for passengers carried 

under substantially similar circumstances 

and conditions in the same direction over 

the same line or route is greater for a 

shorter than for a longer distance, 


within which such shorter distance 
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is included, unless the Board is satis- 
fied that, owing to competition; it is 
expedient to allow such toll," 
It is the application of this section that we wish 
to discuss. 
Ge: The railways, as any well-operated business, 
must meet competition where it exists. If they 
should allow competition on some traffic to unduly 
dépress rates on other traffic where the competition 
is not as pervasive, they would be failing to protect 
the legitimate interests of their investors. in 
other words, if the railways, due to competition, 
occasioned by the existence of a pipeline, reduce 
the rate on the shipment of oil, between Regina dnd 
Winnipeg, they would not be acting in the best 
interests of their investors if they reduced the rate 
on another commodity such as bricks, or on another 
movement of oil, where the same competitive factors 
did not exist. The legislative provision, quoted 
above, was made by Parliament to protect these 
legitimate interests of the railway investor, The 
long and short haul clause provides, briefly, that 
rates to or from an intermediate point may not be 
greater than the rate to or from a more distant point 
unless the rate to or from the more distant point is 
reduced to meet competition, 
83. When two carriers follow closely parallel 
routes, the competition is pervasive at all stations 


along the route and the long and short haul clause is 
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not applicable. The following table will better 
illustrate this point. 

Q. I ask that the table be taken in: 
would you comment on that? 

MR. STECHISHIN: What we have done here is 
to take the lines of railway from Winnipeg west showing 
the common points of the C.P.R. and C.N.R. where we 
could, the mileages from Winnipeg, the mileage block 
and the actual rates for that mileage block. 

Q. Just before you go any further, column 1 


on the lefthand side is the stations going west from 


Winnipeg to Basque on the first page? 


MR, STECHISHIN: That is pecreee 

Qo And we have Winnipeg, Tucker, Portage la 
Prairie, and they are stations which are on both the 
Cyne .candaC. PoR.? 

MR, STECHISHIN: Portage la Prairie and 
Winnipeg, yes, but Tucker is on the C.P.R. only. 

Q. Portage la Prairie is in the mileage block 
Ore Silents, 557 

MR. STECHISHIN: That is correct. Tt is.55 
miles from Winnipeg on the Canadian National and it is 
in mileage block 51 to 55 for a rate of 102. It is 
56 miles on the C.P.R., but it still takes the 51 to 55 
mileage block for competitive reasons, because the C.P.R. 
cannot charge more to Portage la Prairie than the Ce 
from Winnipeg, and it also gets the rate of 102. But 
because the reduction in rate for competitive reasons 


is only one mileage block, as it were, it does not put 
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Portage la Prairie at a lower rate than Tucker, so that 
there is no dip in the rate structure, It is progres- 
sive there, 

Q. Tucker was 53? 

MR, STECHISHIN: Fifty-three actual miles, 
and therefore is in the 51 to 55 mileage block. Portage 
la Prairie was reduced to that block in order to remain 
competitive with Portage la Prairie on the Canadian 
National Railway. 

Q. Would you go on? 

MR, STECHISHIN: Brandon Jurtion, being the 
station immediately prior to Carberry on the Canadian 
National, is in the same rate block by virtue of its 
actual mileage as Carberry, and no rate adjustment 
was necessary there. The mileage to Carberry on the 
Canadian National is 11l. A similar situation exists 
at Brandon and Leon, the station immediately prior, 
and we don't find any exceptions to the long and short 
haul clause until we get to Calgary on the Canadian 
National. That is about halfway down the page. 
Calgary on the Canadian Pacific is 823 miles, putting 
it in the 801 to 825 mileage block. 

Q. And that 823 miles is shown in the 
right hand column? 

MR, STECHISHIN: Yes, the extreme right 
hand column, 

Q. And that is the mileage on the C.P.R.? 

MR, STECHISHIN: That is correct. On the 


Canadian National Railways Calgary is 867 miles, which 
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would put it in the 851 to 875 mileage block. How- 
ever, for competitive redeene® it is put in the 
801 to 825 mileage block, the same as the C.P.R. and 
takes a rate of 449, Here we see the four stations 
immediately east of Calgary on the Canadian National 
have a higher rate than Calgary -- 460 and 470 as 
opposed to 449, 

Q. And the reason for that is that Barlow, 
Janet, Norfolk and Dunshalt, which are shorter dis- 
tances from Winnipeg, have higher rates than Calgary -- 
and the reason for that is that they are not competitive 
stations? 

MR, STECHISHIN: That is correct. 

THE CHAIRMAN: But they are in their proper 
blocks? 

MR. MAURO: On, yes, that is correct 

MR, STECHISHIN: Then you find a similar 
situation, pre on the Canadian National Railway, in 
the stations immediately east of Kamloops and Kamloops 
Junction.. Kamloops on the Canadian National, at 
1301 miles has its mileage reduced for rate making 
purposes by about 100 miles, putting itin the 1201 to 
1225 mileage group making it competitive with Kamloops 
on the C.P.R. at 1214. Again we have a situation where 
intermediate points pay a somewhat higher rate than the 
more distant points. 

COMMISSIONER GOBEIL: In the Calgary block, 
what about Baintree; why is it the same as Calgary? 


MR, STECHISHIN: It is 824 miles, and that 


yur? ir 


jor 
a he) ait pare yey 
| ae 4 ce ; 
“tf 4 ot ie 7 ‘ial 
; - 2 aT) 


aie bi ped am 
~WwoH one td, paer ian OvG.ard) ie. ere 
ditt pl wg et 4h, Quien ter weho toques ‘is 


y 


ba 
ao 
a) 
ss 


Gee oo itd ¢e Gene acy eect whsefin es ¢ 


7 
; k amotista “eet sts iag ov vA 2 to bat aa 
a : Z 
i 7 
4 fmuLi7ey Aelita eels ai Sule, Ie Je2o pivorati 
i a 


SS 


ee OF¢. fee Bi greats. cede ote serahd 2 eve 
. s 7 ed =. 
02 of beaogae) 

‘yun 
Wont [oe Jet? ’ pase S&F Tea 
Bi “in OY! (atunt Oe. giotpelt er 
7 ¢ 
i UAE t [7 ‘ges t of  weotanlW set! seeds 


eT ais Some ‘on 2 7 we) > = nod anit t 7 


‘ 
| 
i j & Vel ce Os. 
Pt 
uF 7 
| 730) 5a 
| us 
ra } j 
| 
Ea F i ’ ta 
W io. Bair.) say 


| 
=e - - irs 
~ Ket Soe ome Sout) ee lin scl gen coliie IOEs : 
. a . 


$4 x ris i MiELIIeG eS Chay POL suods wd canbe ; 
7 s ; - 
’ | \ Oe 2a ‘i »~-L*Sqnwn <4 wiki HiT B aberen 5) 
7 ; f 7 
ries) , PEST oe 22.9.5. of) nc 
- -_ iG 


suid Tadaswaye 2 26g) adodng Hoe bemoiae 
‘ e 6 a 
ean L Dy miata one: 


on i 
gf i al, apa 7 roams 


Sf ih 7 of> r Se sites 


7 


ANGUS, Bees a co: tro. Stechishin, Rutledge, 15671 
Trachtenberg, dir 
(Mauro ) 


2 puts it in the 801 to 825 block which is the same 
3 block that Calgary occupies on the C.P.R. So, 


4 Baintree does get a rate of 449, but Dunshalt, being 


5 three miles further, is in the next block and therefore 
6 has to take a higher rate. 
7 THE CHAIRMAN: This is another example of 


8 competition? 


9 MR. MAURO: Yes, this is to illustrate the 
10 long and short haul operation on parallel routes. 

11 THE CHAIRMAN: The one and one-third rule? 
12 MR, STECHISHIN : Actually, it is not the 
13 one and one-third rule. 

14 THE CHAIRMAN; It is the same principle. 
15 MR, STECHISHIN: No, none of them are more 
16 than one-third higher than the more distant points, 
17 so there is no need to have a ceiling on them. 

18 | It is the same thing repeated at Walhachin, 
19 Ashcroft, Spence's Bridge and, of course, Vancouver. 
20 
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TABLE 6 


' ACTUAL MILES, RATE MAKING MILEAGE BLOCKS 
AND RATES FROM WINNIPEG 


Station Canadian National Canadian Pacific 


| Miles Mileage Rate Rate Rate Mile Miles 


Block ‘Block 


ah 


Winnipeg,Man. 0.0 0.0 
Tucker ~ ~ = 102 51-55 53 
Portage la 

Prairie 55 51-65 102 102 ¥*51-55 56 
Brandon Jct 107 101-125 144 = ea z 
carberry 111 101-125 144 144 101-125 106 
Leon 130 126-150 156 ie be = 
Brandon 134 126-150 156 156 126-150 134 
Scarth 181 176-200 180 - = ‘ 
Maples 186 176-200 180 - = oA 
Virden 190 176-200 180 180 176-200 181 
Kearney,Sask. - : ~ 255 351-375 353 
Regina Sh 351-375 255 255 Bae ee Shey 
Pasqua - ~ - 266 376-400 392 
Moose Jaw 398 376-490 266 266 376-400 398 
Baintree,Alta 824 801-825 4g - - - 
Dunshalt 827 826-850 460 - - - 
Norfolk 849 826-859 460 = - - 
Janet 857 851-875 471 - - - 
Barlow 861 851-875 471 - - - 
Calgary 867 *801-825 *¥4H8 rate) 801-825 823 
Birch Island, 

Bic. 1220 1201-1225 622 - ~ - 
Cearwater 1226 1226-1250 633 - - - 
Chu Chua 1249 1226-1250 633 - - - 
ChinookCove 1257 1251-1275 644 - - - 
McLure 1275. 1251-1275 644 - - - 
Vinsula 1283 1276-1300 654 - - - 
KamloopsJet 1298 *1201-1225 ¥*622 - ~ - 
Kamloops 1301 *1201-1225 *622 622 1201-1225 1214 
Talston 1299 *1201-1225 *622 ~ - - 


[ranquille 1306 1301-1325 665 = = : 
sopper Creek 1319 1301-1325 665 


Savona 1324 *1226-1250 ¥*633 633 1226-1250 1240 
Walhachin 1330 *1226-1250 *633 633 1226-1250 1246 
Inglesey § 1234 ¥*1226-1250 ¥*633 = 3 - 
icAbee 1339 1326-1350 676 - 


sheroft 1347 *1251-1275 *644 644 1251-1275 1262 
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ACTUAL MILES, RATE MAKING MILEAGE BLOCKS 
AND RATES FROM WINNIPEG 


ation Canadian National Canadian Pacifie 

Miles .. Mileage Rate Rate | Rate Mile Miles 
sque 1356 *1251-1275 *644 644 1251-1275 1269 
som 1358 ¥*1251-1275 *644 = . J 
rtel 1366 1351-1375 687 = - - 
ence's Bridge 1373 *1276-1300 *654 654 1276-1300 1287 
lonka 1377 1376-1400 698 - a at: 2 
squah 1389 1376-1400 698 ss = = 
ston 1396 *1301-1325 *665 665 1301-1325 1309 
e 1464 1376-1400 ¥*698 698 1376-1400 1380 
0ds 1468 1451-1475 730 - - - 
ram View 1478 1476-1500 741 " 3 ~ 
101d 1500 1476-1500 741 e Z - 
( 1507 1501-1525 762 = 2 2 
isqui 1511 *1426-1450 *719 719 1426-1450 1426 
int Lehman 1516 1501-1550 £762 - - - 
+ Langley 1527 1501-1550 762 ~ ~ - 
roe 1541 1501-1550 762 ~ ~ - 
1Westminster 1544 ¥*1451-1475 *730 730 1451-1475 1457 
maby 1546 = =*1451-1475 *730 = - = 4 
ll Creek 1553 1451-1475 = *730 = - - 
couver 1555 *1451-1475 *730 730 1451-1475 1465 


* denotes competitive. 


MR, STECHISHIN: 
B84, On the other hand, when one carrier has a 
direct route between two points and another carrier, 
starting from the same point of origin, has a longer, more 
devious route to the same destination, problems 
do occur. Assuming that both ratiwaye use the same 


mileage scale, the first railway would have a lower 


rate to the final destination than the second because 
of the shorter mileage. The second railway will obtain 


no business to that point of destination unless it is 
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2| willing to ignore its own mileage and reduce its rate 

3 to that of its competitor. However, an intermediate point 
4 on the second railway now finds that its rates are 

5| higher than on traffic which moves beyond,, This is 


6] dllustrated in thé following table. 
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MR. MAURO: Q. Just a moment: we have an 
illustration of this, Mr. Chairman, and I would ask 


it be marked as Exhibit 153H. 


---EXHIBIT NO, 153H: Diagram II-6, 


Q. Mr. Stechishin, would you now describe 
that diagram. 

MR, STECHISHIN: | What I have done here is 
take the stations intermediate to Calgary and senate 
and following the Canadian National line north of 
Calgary I have compared the Canadian National mileage 

via Edmonton to that point and compared it with the sum 
of the mileages of the C.P.R. to Calgary plus the 
Canadian National mileage from Calgary to whatever 
point is mentioned. 

Q. Referring to the diagram, I notice 
up the vertical plane on the left hand are various 
numbers; what do they represent? 

MR. STECHISHIN: Theyrepresent the mileages. 

Q. From 600 to 1000? 

MR. STECHISHIN: Yes, that is right. 

Qe Then there is a dark line starting at 
approximately 641 nee on the lower left, and in 
various steps moving up the page: what does that dark 
line represent? 

MR, STECHISHIN: That dark line represents 
the shortest mileage by using a junction between the 


two railways. It would be either the C.P.R. to 
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2 Calgary and then the C.N.R. north of Calgary, or the 


3 C.N.R. to Edmonton and the C.N.R. from Edmonton south, 
4 Q. For illustrative purposes let us take 
5 the first movement starting at 642, Is that 642 

6 miles to Calgary? 

7 MR, STECHISHIN: Yes, in this case via the 
8 CPR. 

9 Q. That is the most direct route? 

10 MR, STECHISHIN: Yes, the direct route. 

11 Q. Then you have a shaded series of lines 
12 that seem to go up and down across the page: what do 
13 they represent? 

14 MR, STECHISHIN: The shaded portion of the 
15 diagram illustrates the mileage on which the rate to 
16 each respective station is based. 

17 Q@. So that one is the most direct mileage 
18 and the other is the rate making mileage? 

19 MR, STECHISHIN: That is correct, and the 
20 line at the top is the line of the single-line railway. 
21 For example, the 642, the dark line at the bottom is 
22 the C.P.R. to Calgary, and the dot-and-dash line 

23 at the top is the C.N.R. mileage to Calgary. 

24 Q. So, the C.N.R. mileage is just under 
25 one thousand -- 990? 

26 MR, STECHISHIN; That is right. 
27 Q@. And the C.P.R. is 642? 
28 MR, STECHISHIN: That is correct. 

29 Q. Would you refer to one or two of the 


30 stations to point up the difference between direct 
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2 mileage and rate making mileage? These are between 
3 Vancouver and Calgary? 
4 MR. STECHISHIN: Yes, and Edmonton as the 


5 case may be. 
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Table 7 
Single Line Joint Line 
Mileage Mileage 
Rate 
OLN: GPS. Cals Rate (1) Cents per 
Mileage C.N. Byd. Mileage 100 lbs, 
¢.P, Vancouver to Calgary 641.5 634 374 
¢.N.Vancoufer to Calgary 993.7 634 374 
¢.N.Calgary to Hubalta 123 ee 
Cancouver to Hubalta 986, 648.8 975 514 
}.N,Hubalta to Kathryn 16.8 16.8 
Vancouver to Kathryn 969.6 665.6 958 514 
'.N.Kathryn to Irricana 9.0 9.0 . 
| Vancouver to Irrican 960.6 674.6 (2) 696 395 
}.N.Irricana to Beiseker a5 55 
Vancouver to Beisker 955.1 680.1 (3) 691 395 
}N,Beisker to Bircham T«O Le 
Vancouver to Bircham 948.1 687.h (4) 684 395 
.N.Bircham to Grainger 5.6 | Ge 
Vancouver to Grainger 942,5 692.7 (5) 678 395 
N.@rainger to Swalwel 6.2 6,2 
Vancouver to Swalwel 936.3 698.9 925 492 
N.Swalwel to Three Hills 13.0 13.0 | 
Vancouver to M 923.3 (ck es 911 492 
-N.Three Hills to Elnora 22.4 22.4 
Vancouver to Elnora 900.9 734.3 890 482 
‘N.Elnora to Heatburg 26.5 26.5 
Vancouver to Heatburg 874.4 760.8 863 ATL 
iN.Alix to Mirror 5.9 59 
Vancouver to Mirror 863.1 TlOea ~” 852 471 
N.Mirror to Bashaw 10.8 10.8 
Vancouver to Bashaw 852.3 782.9 B41 460 
N.Bashaw to Duhamel 24 5 24 5 
Vancouver to Duhamel 827.8 807.4 817 A4g 
N.Duhamel to Battle o.0 Se 
Vancouver to Battle 821.8 813.4 811 4H9 
N.Battle to Camrose But 567 
Vancouver to Camrose 816,1 819.1 805 49 
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able 7 (cont'd) 


Single Line Joint Line 
Mileage Mileage 


Rate. 
ce ad C.N.Edmonton Rate Cents per 
Mileage C.P. Byd Mileage 100 lbs. 
.P.Vancouver to Camrose 818.8 432.4 we 803 hug 
.P,Camrose to Wetaskiwin 25.3 25.3 
Vancouver to He 793.5 SO7T.2 786 438 
.P,Wetaskiwin to Millet 9.7 9.7 
Vancouver to Millet 803.2 797 4 796 438 
.P,Millet to Kavanagh 62 6.2 
Vancouver to Kavanagh 809.4 791.2 802 4g 
.P.Kavanagh to Leduc 6.1 6.1 
Vancouver to Leduc 815.5 785.1 808 4g 
.P.Ledue to Ellerslie 11,6 11.6 
Vancouver to Ellerslie 827.1 173.5 819 44g 
P,Ellerslie to South Ed. 6.3 6.3 
Vancouver to South Ed. 833.4 167.2 752 428 
P,South Edmonton to Ed. Zee 2.2 
Vancouver to Edmonton 835.6 765.0 752 428 
N.Vancouver to Edmonton 765.0 754 428 


(1) Rates based on mileage to or from New Westminster. 


(2) Competitive with Irricana on the C.P. 688.4 miles 
from Vancouver. 


(3) Competitive with Beiseker on the C.P. 693.7 miles 
from Vancouver. ; 


(4) Competitive with Acme on the C.P. 702.0 miles 
from Vancouver. 


(5) Competitive with Buoyant on the C.P. 706.6 miles 
from Vancouver. 


(6) Competitive with Alix on the C.P. 781.5 miles 
from Vancouver. 


(7) Competitive with Camrose on the C.N. 816.1 miles 


from Vancouver. . 
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2 85. Diagrain II-6 will further illustrate 

3 these rate irregularities. 

4 86. The above table shows the stations, 

5 mileages, and rates between Vancouver on tne one 

6 hand, and points intermediate to Calgary a Edmonton 
7 on the other, 

8 87. The first item of interest is that none 

9 of the rates between Vancouver and the points shown 
10 is based on the actual mileage to or from Vancouver. 
11 At other metropolitan centers the railways have 

12 based rate on mileage to the principal station in 

i3 the economic group and then by tariff rule prescribed 
14 that all other stations in the economic group take 

15 the same rate whether higher or lower if based on each 
16 actual mileage. This is permitted under Section 

17 332(b) of the Railway Act. 


"332. Class rate tariffs 


"(a) shall specify class rates on a 


mileage basis for all distances 

covered by the company's railway, and 
such distances shall be expressed in 
blocks or groups and the blocks or 
groups shall include relatively greater 
distances for the longer than for the 
shorter hauls, and 

"(b) may, in addition, specify class 
rates between specified points on the 
railway and when rates are established 


in groups the rates to or from 
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individual points in the groups may 

be higher or lower than the rates 

specified under paragraph (a). 

1951 (2nd Sess.), ¢. 22, 8. 7." 
88. Starting at Calgary we note that the 
C.N.R. mileage is 993.7 or 352.2 miles greater than 
the C.P. mileage of 641.5, Both railways base their 
rate on the C.P.R. mileage to New Westminster of 
634 miles or $3.74. 

Q. Therefore, the actual mileage on the 
C.N.R. is 990, but for rate making purposes Calgary 
gets a mileage of 634? 

MR, STECHISHIN: That is correct. 

89. Moving 7.3 miles north on the C.N. Three 
Hills Subdivision we come to the station Hubalta. 
The C.P.R. does not quote a rate to Hubalta since it 
is not on their line, but the C.N.R. who would carry 
the traffic 7.3 miles less than to Calgary now quote 
$5.14 or $1.40 more. 

You will see the shaded portion takes a 
tremendous leap from 634 to 970-odd. 

Q. So, while Calgary was 900-odd miles 
and has a 634 mileage rate, Hubalta, 7 miles closer, 
takes a mileage rate reflecting its actual mileage, 
967 miles? 

MR, STECHISHIN: Yes. 

THE CHAIRMAN: But again, in the proper 
block? 


MR. MAURO: Oh, yes. What this is 
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exemplifying is the variation between actual mileage 
and rate-making mileage due to competitive factors. 

MR, SINCLAIR: Is there anybody at 
Hubalta? 

COMMISSIONER GOBEIL: In practice, is there 
any traffic? 

MR, STECHISHIN: I would presume there is, 
because the railways quote a rate to Hubalta. The 
railways have told us they don't. quote rates which are 
paper rates, and I presume there is somebody there 
because the rate is in the tariff. There certainly 
is a railroad station there. 

Although this is more than one-third more 
than the rate to the more distant point, Calgary, the 
"hold-down" under the One and One-Third Rule is in- 
applicable since the rule is only applicable to 
transcontinental traffic. 

90. Kathryn, 16.8 miles north of Hubalta, has the 
same rates, Nine miles north of Kathryn we come to 
Irrjcana which is also served by the C.P.R. Although 
in the same rate block as Kathryn (951-975), the 

rate, because of competition, drops from $5.14 to $3.95. 

There you see the tremendous drop in the 
shaded portion because of the competition which exists 
at Irricana but not at Kathryn and ‘Hubalta. 

Q. We see in the step-downs from the 1000- 
mile area, Irricana just north of Kathryn, yet its 
rate drops down to the 690-mile level? 


MR, STECHISHIN; That is correct. 
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Q. Although its actual mileage is in the 
range of 960 miles? 
MR, STECHISHIN: Via Canadian National, that 


is right. 


The next station Beiseker is in the same 


category. 
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THE CHAIRMAN: Order, please, 

MR, STECHISHIN: 
Ql. Beyond Beiseker are Bircham and Grainger. 
These stations are shown as competitive with C.) 
stations Acme and Buoyant, respectively and take the 
same rate of $3.95. 6.2 miles beyond Grainger we 
come to Swalwel which does not benefit from competition 
and note again that for the 6.2 miles of transportation 
saved, the shipper is assessed an additional 97 cents 


or a rate of $4¢ga. 


Three Hills, although in a 
lower rate bicex from Vancouver (Three Hills 901-925, 
Swalwel 926-950), is in the same rate block from New 
Westminster, and therefore does not gain any rate 
advantage. 

92. Elnora is one rate group less a $4.82 and 
Heatburg another with a rate of $4.71. Aliz is 5.4 
miles from Heatburg and 5.9 miles from Mirror, but 
because it is also on the ©.P.R. its rates are only 
$4.28 or 43 cents lower than the station 6 miles 
further from Vancouver (Heatburg) and the station 6 
miles closer to ane aver (Mirror ). 

93. Bashaw is 10,8 miles closer to Vancouver 
than Mirror and is in the same rate block, 851 - 875, 
but because it happens to fall in a lower rate block 
from New Westminster 826 ~- 850 vs, 851 - 875, it takes 
a lower rate of $4,690. Duhamel and Battle are in” 
the next lower rate block from New Westminster and 
take a lower rate of $4.49. 


O4. Camrose is competitive with the C.P.R. but 
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the mileage over the C.N. is slightly less and it 
would take the same rate over each railway regardless 
of competition, The rates on all non-competitive 
stations between Calgary and Camrose eae have been 
less if they had been based om the short through 
mileage of the ©.P.R. to Calgary, plus the C.N.R. 
beyond, This latter is the practice followed in 
establishing class rates within the United States, 
95» Following the C.P.R. line from Camrose 

to Edmonton, we find that Wetaskiwin and Millet are 
closer to Vancouver via Calgary and so enjoy a lower 
rate than Camrose, 

96, Kavanagh, Leduc and Ellerslie are closer 
to Vancouver if the rail mileage is measured via the 
C.P.R. to Edmonton and then C.N.R. to Vancouver, 
However, the mileage is measured over the C.P.R. 

only and they are forced to pay higher rates. 
Edmonton itself gains the benefit of C.N.R. competition 
so that it enjoys a lower rate than intermediate 
points on the C.P.R. 

Q. Me. Stechishin, the purport of this 
diagram and your evidence on it is to illustrate the 
very clear demarcation between actual mileages and 
rate making mileages brought about due to competitive 
forces between the two rail lines; is that correct? 

MR, STECHISHIN: That is correct, 

Qe Now, in one or two of those cases 


the rate was even more than one-third higher to the 


Closer station than it was to the more distant, but 
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the one and one-third rule did not apply because the 
one and one-third rule is applicable only to 
transcontinental traffic? 

MR, STECHISHIN:s That is eornaet 

Qe Would you please go on? 

MR, STECHISHIN: 

ST ai The Railway Act specifically permits this 
anomaly because of the competitive forces that result 
in the lower rate to the more distant point but which 
do not exist with respect to the intermediate point. 
98. “Where different modes of transportation 
exist each being restricted to its particular field 
of operation, for example, water carriers as opposed 
to rail or truck carriers, situations where the 
exceptions to the long and short haul clause may be 
justified occur more frequently and to a greater degree, 
These exceptions to the long and short haul clause 
are particularly prevalent in the Canadian freight 
rate structure in trans-continental rates. 

MR, MAURO: Mr. Chairman, Premier Roblin 
in presenting the submission on behalf of the province 
of Manitoba to this Commission at its hearings in 
Winnipeg dealt in particular with anomalies arising 
from exceptions to the long and short haul clause. 

In this submission we shall deal both with this 

Specific exception and with the general problem 

confronting this Commission in dealing with this 
aspect of railway transportation in Canada, 


Q. Me, Stechishin, what are the reasons 
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for the exceptions to the long and short haul clause 
vis-a-vis transcontinental rates? 
MR, STECHISHIN: 
99. | The numerous exceptions to bo hives and 
short haul clause which exist in the transcontinental 
rates are due to inter-coastal competition via the 
Panama Canal, competition which is not felt at 
intermediate points. United States railroads have 
reduced their transcontinental rates to meet Panama 
Canal competition, which is, in fact more compelling 
between the east and west coasts of the United States 
than between the east and west coasts of Canada, 
The low rates on United States railroads on had a 
depressing effect on Canadian transcontinental rail 
rates, Unless the Canadian railways lowered their 
rates to the same level as the existing transcontinenta 
rates in the United States, the Canadian shipper would 
merely sits his goods into the United States, taking 
advantage of the lower United States rates, and then 
move the commodities back into Canada. In other 
words, while the actual movement of commodities from 
Montreal to Vancouver via iheanaaaks Canal may be 
negligible, the effect of the very real competitive 
situation in the United States, brought about by the 
existence of the Panama Sone ane the resultant 
reduction in United syehen ti'duaxcontinentel rail 
rates, compels Canadian railways to reduce their rates 
if they wish to participate in the traffic. 


100, Another factor, and one of growing 
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importance, is the incidence of foreign competition 

at seacoast ports, The increment in the ocean rate 
from Europe to Wancouver as compared with the rate 
from Europe to Montreal is only a small Sspites of 
the normal Montreal-Vancouver rate by rail. 

EOL Needless to say the railways have not felt 
compelled by equity or law to grant a rate to an 
intermediate point comparable to the transcontinental 
rate Mawaunes in their opinion, the same pervasive 
forces did not exist for instituting the lower rate 

to the intermediate point. Shippers and receivers 
located at intermediate points, however, have never 
been happy with the exception permitted under the long 
and short haul clause, Many shippers have been 
unable to reconcile themselves to the apparent 
discrimination of being assessed higher rates on their 
traffic while at the same time watching identical 
traffie go by their very door, travelling as much as 
an additional one thousand miles in some cases, at 
substantially lower rates, 

102. The railways have argued that the true test 
as to whether or not a particular practice represents 
unjust discrimination lies in determining whether the 
complainant will benefit by the removal of the 
particular rate claimed to be unjustly discriminatory. 
The railway position has not been refuted nor has it 
been accepted by all shippers. 

103. The Turgeon Commission attempted to reach a 


compromise between the position of the railways and 
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that of the shippers, 

MR, MAURO: At page 100 of the Commission's 
report, Mr. Chairman, we find the following with 
respect to transcontinental rates; 

is On the main issue, it seems reasonable 

to conclude that when the railways give 

the trader and the consumer at the Pacific 

coast the benefit of fast railway service 

at rates that are very little more than 

ocean rates and thus provide them with 

two alternate services at almost the same 

price, the consumers in Alberta and other 

intermediate provinces are entitled to share 
in an equitable degree in the beneficial 
condition thus created by the railways." 
At page 101 of the Report there is this specific 
recommendation: 

. The Railway Act should be amended 

to provide that when competitive trans- 

continental tariffs are published by the 

railways such tariffs shall contain a 

provision that the rates to or from 

intermediate territory shall not exceed 

the transcontinental rates by more than 

one third." 

104, In 1951 the Parliament of Canada incorporate 
this specific recommendation into the Railway Act and 


it appears as Section 337 which reads as follows: 
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"337 (1) In this section 

(a) ‘eastern territory! means any point 
on a line of railways east of Port 
Arthur, Ontario or Armstrong, Ontario; 

(b) ‘western territory! means any point 
on a line of railway in British 
Columbia to which competitive 
transcontinental tolls apply; 

(c) ‘intermediate territory' means any 
point between eastern territory and 
western territory on any line of 
railway; and 

(d) ‘transcontinental freight traffic! 
means freight traffic 
(i) having its origin in eastern 

territory and its destination in 
western territory, or 
(ii) having its origin in western 
territory and its destination in 
eastern territory. 

(2) Tariffs naming a competitive toll for 
any transcontinental freight traffic 
shall provide that 

(a) the toll for freight traffic having 

% its destination at a point in 
intermediate territory, and 
(i) having its origin at the same 

point in eastern or western 


territory, 
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2 (ii) being of the same description, 

3 and 

4 fi be (iii) carried in the same direction 

5 be y and under the same conditions 

6 i i and arrangements as to weight 
‘ t: and otherwise, as the 

8 transcontinental freight traffic 

9 for which the competitive toll 

10 is named, shall not exceed by more 

11 than one-third the competitive 

12 toll so named to the point of 

13 destination in eastern or 

14 western territory, as the case 

15 may be, nearest to the point of 

16 destination in the intermediate 

17 territory; and 


(b) the toll for freight traffic having 
its origin at a point in intermediate 
territory, and . 

(i) having HP acktination at the 
same point in eastern or western 
territory, 

(ii) being of the same description, | 
and 

(iii) carried in the same direction and 
under the same conditions and 
arrangements as to weight and 


otherwise, 
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as the transcontinental freight traffic for 

which the competitive toll is named, shall 

not exceed by more than one-third the 
competitive toll so named between such point 
of. destination and the point of origin in 
eastern or western territory, as the case 
may be, nearest to the Selnt of origin in 
intermediate territory." 

Q. This is the much talked of one and 
one-third pales etn: Stechishin, What is the effect 
of this section of the Railway Act on the traffic 
movement and rate structure in Canada? 

MR, STECHISHIN: Under this rule rates to 
intermediate points can exceed rates to more distant 
points, but the amount of the excess is limited to 
one-third more than the lower rate to the more distant 
point, It should be emphasized that this rule is- 
applicable only to transcontinental rates, Rates to 
intermediate points may exceed by more than one-third 
the rates to the more distant point if in fact the 
movement is not of a transcontinental nature. 

Qe And you mentioned one or two of those 
on that discussion on the illustration 153-H? 

MR, STECHISHIN: Yes. 

106, This amendment to the Railway Act was 
passed in 1951. However, an Act entitled the Transport 
Act had been passed earlier by Parliament in 1938. 


Section 32, sub-section (1), of the Transport Act, 


prior to amendment in 1955, read: 
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"32 (1) Notwithstanding anything in the 
Rallway Act, or in this Act, but 
subject to this section, a carrier 
may make such charge or charges 

fer the transport of the goods of 

any shipper or for the transport of 
any part of his goods as may be 
agreed between the carrier and that 
shipper," 

This Section, following the 1955 amendment, now reads: 

"32 (1) Notwithstanding anything in the 
Railway Act or in this Act, a 
garrier may make such charges for 
the transport from one point oe 
Canada to another point in Canada 
of goods of a shipper as are agreed 
between the carrier and the shipper.! 

107. As soon as the recommendation of the Turgeon 

Commission on the one and one-third rule was written 

into the Railway Act, the railways, under this provision 

of the Transport Act of 1938, began negotiating agreed 
charge contracts which they alleged were exempt from 

the provisions of the Railway Act, and therefore, not 

subject to the one and one-third rule. Shippers 

in intermediate territory protested that by the use 

of the agreed charges the railways were using the 

Transport Act as a device to avoid complying with the 

clear wishes of Parliament as evidenced in the 


Railway Act. As a result, another Royal Commission, 


Matte =) 


me we lroetage? 


av. iat set? o@f2 7 


ined eqaw? ‘mfa) tor 


) ce - 
yy ky > a4 fun — 


eo Sante vey ant 
iid 23 ole oe: Poetd fa 
: i 

—29¢ vention aint ai - 


; “ ae teres wit 


4 


of agitate 8; Lea ar 


> ma ne. 
ineen Rae ‘ Paper . 
Es io a r 
ye oe 


ANGUS, STONEHOUSE @co.tto. Stechishin, Rutledge, 15694 
TORONTO, ONTARIO Trachtenberg, dir. 
(Mauro ) 


again under the chairmanship of Mr. Justice Turgeon, 
was established, This Commission upheld the 
exemption of agreed charges from the operation of 
the Railway Act, | 

Q- What is the position of ae province 
of Manitoba regarding this matter? 

MR, STECHISHIN: The province of Manitoba 
is of the view that what is necessary is a policy 
which reflects both the interest of shippers at these 
intermediate points, with emphasis on the protection 
of their opportunity to eompete in a particular 
market, while at the same time permitting the railways 
to meet existing and potential competition without 
serious impairment of revenues, Any policy that 
aims at equity must reflect both of these very real 
interests, 

THE CHAIRMAN: You are not asking a repeal 
of the one and one-third? 

MR, MAURO: No. We have our recommendation 
in here, Mr. Chairman, 

Qe Would you go on, Mr. Stechishin, to 
place before this Commission your proposed solution? 

MR, STECHISHIN : 

109, The statement of the problem is much simpler 
than the definition of a solution. In the first 

place no one as yet has defined satisfactorily what 

is a competitive rate, The railways themselves are 
not always consistent in their designation of competitiv 


points. For example, ¢.N. Tariff W 100 - C shows 
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Bircham, Alberta, as competitive with Acme, Alberta 
on the C.P.R. and Farrant, Alberta as competitive with 
Lacombe, Alberta on the C.P.R. The corresponding 
C.P.R. W 100 - A does not show either ree ee 
Lacombe as competitive with the C.N.R. The Canadian 
Pacifie and the Canadian National railways intersect 
at Findlay, Manitoba, Ganadian Freight Association 
Tariff W 209 shows both railways as serving this 
point but neither railway has elected to designate 
Findlay as a competitive station, ai 
110, Some competitive rates are on taninnes by 
the publication of the same rate as that of eaSthes 
carrier operating over a parallel route. There 
are situations, however, where the rate is introduced 
not to meet that of a carrier over a similar or parallel 
route, but rather to meet a particular market situation. 
For example, a rate may be granted to an eastern 
manufacturer in order to enable him to meet foreign 
product competition in the Vancouver market. The 
competitive rate might also be published by one 
carrier to assist the shippers located on that carrier's 
line to sompete more effectively in a common market 
served by other railways. "Hold-downs", as exceptions 
to horizontal increases in the United States, might 
pr@perly be called market competitive rates, Again, 

a single rate might be applied to several shippers on 
a single railway enabling each to compete equally even 
though $he mileages as between shippers vary. The 


so-called A and B rate groups in eastern Canada were 
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introduced initially to reflect the competition from 
water carriers. They have been maintained as market 
competitive rates since in fact they no longer reflect 
carrier or water competition, These eo it should 
be noted, are not published as eased bike rates, 
Neither are the rate in the United States which are 
subject to hold-downs published as competitive rates, 
Lily Many rates might be classified as product 
competitive. When the shipper is able to substitute 
one article for another, the railways will have to 
reduce the rate on the one to encourage shipments 

into a region where the other product is available 
loecaliy. 

Q. That was exemplifiedwas it, Mr. 
Stechishin, by the red cedar shingle group at 
Vancouver? 

MR. STECHISHIN: Yes, that is correct, 

Qe They mentioned they had an alternative 
product now in the eastern market and they wanted 
a rate which would permit them to compete? 

MR, STECHISHIN: That is correct, 

Qe Would you please go on? 

MR, STECHISHIN: 

Li2. In. discussing this complex problem of the 
long and short haul clause, and in attempting to 
arrive at some solution which will establish a 
ceiling on the charge at intermediate points, a 
distinction must be made between traffic to an 


intermediate point and traffic from an intermediate 
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point. As long as the rate to an intermediate point 
is reasonable of itself, that is, as long as the 

rate to an a eae point is not unreasonable or 
unfair under the provisions of the Gallwey Act, and 
as long as the lower rate to the more dictens point 
is both necessary and Marae sery. it is diffieult 
to see how the receiver at the intermediate point is 
injured by the lower rate to the more distant point. 
In fact, it is our considered opinion that the ~ | 
shipper at the intermediate point is helped by the 
exception to the long and short haul clause since 

the contribution to net revenue made by the lower 
rate to the more distant point reduces the peemeaa 
cost that would have to be borne by the traffic to 
the intermediate point. 

113. For example, let us assume that the 
"normal rate" from Toronto to Vancouver is $4,00 and 
from Toronto to Winnipeg is $2.00 per 100 pounds, 
Assume further, that the variable or out-of-pocket 
cost to Vancouver totals 95 cents and to Winnipeg, 
because of the shorter haul, 65 cents per 100 pounds. 
Also assume that 500,000 pounds of a particular 
commodity are shipped to each destination, that is to 
Vancouver and to Winnipeg. Then competition 
manifests itself at Vancouver which requires the 
carrier to reduce its rate from $4.00 to $1.00 per 
100 pounds, The competition does not manifest itself 
in the Winnipeg market and the carrier therefore, 


due to the permissive exception, is not required to 
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reduce his rate to the Winnipeg market, 
114, There are several choices open to the 
railway. Let us look at the effects of each choice 
on rail revenue, | 
And these examples, 1, 2, x and 4, are 

just a restatement in tabular form of eae I have 
just said, 
1. Normal Rates (prior to competition): 

500,000 lbs. to Vancouver at $4.00 $20,000, 00 

500,000 lbs, to Winnipeg at $2.00 10, 000, 00 


Gross Revenue $30, 000,00 - 


500,000 lbs. out of pocket cost 

at 95 cents 4,750,00 
500,000 lbs. out of pocket cost 

at 65 cents 3,250, 00 

Less out-of-pocket costs 8,000, 00 
Contribution to general revenue $22, 000,00) 


2s The railways publish a Canadian 
rate of $1.00 to Vancouver: 


500,009 ibs. to Vancouver at $1.00 5,000.00 


500,000 lbs. to Winnipeg at $2.00 _10,000,00 


Gross revenue $15,000, 00 
Less out of pocket cost (as above) 8, 000,00: 
Contribution to general revenue IE icicle | UB aekecal| 


cr The traffic to Vancouver is abandoned: 
500,000 lbs. to Winnipeg at $2.00 $10,000.00 
Less: . 
7) 


500,000 lbs. out of pocket cost at 65¢ _ 3,250.00 wy 


Contribution to general revenue $ 6,750. re 
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4, The 1-1/3 rule is applied: 


500,000 lbs, to Vancouver 


at $1,00 $5, 000,00 

500,000 lbs. to Winnipeg 

at $1.33 6,650.00 

Gross revenue $11,650.00 
Less out of pocket cost 

(as in 1) 8, 000, 00 
Contribution to general revenue $ 3,650.00 


Now, in Example No, 1, the normal rates, 
prior to competition are 500,000 pounds to ‘Vaneouver, 
$4.00, making $20,000.00, Then, we have 500,000 to 
Winnipeg at $2,00, $10,000.00, The gross revenue 
there is $30,000.00, 

Then, 500,000 lbs. out of pocket cost at 
95 cents, $4,750.00. Then, 500,000 lbs. out of 
pocket cost at 65 cents, $3,250,00, Taking off 
the out of pocket costs $8,000,00, the contribution 
to general revenue would be $22,000,00. 

Now, as we stated on the last page, 
in Example No. 2 the railways find it necessary to 
publish a rate of $1.00 to Vancouver, so the 
revenue to Vancouver is reduced from the $20,000.00 
to the $5,000.00 in this illustration, The traffic 
to Winnipeg is unaffected, and it remains at $10,000.00. 

Now, the gross revenue is $15,000.00, 

The out of pocket costs are unchanged, because the 
quantities moving in are nbehanced -- $8,000.00. 


Then, the contribution to general revenue is $7, 000,00. 
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Under Example No. 3, the railways decide 
to abandon the traffic to Vancouver and therefore 
none is shipped, so we still have &he 500,000 lbs. 
to Winnipeg at $2.00, for a total of $10,000.00, 

The out of pockets costs are now based én 500, 000 
lbs. at 65 eas $3,250.00, and the contribution to 
general revenue is $6,750.00. 

Then, Section 4 here shows what would 
happen if the one and one-third rule were applied, 
and the business at Vancouver is retained by a rate 
of $1.00, giving the railways $5,000, 00 to Vancouver, 
The rate to Winnipeg,theugh, is reduced from $2.00 
to $1.33. 

Q. That is to reflect the one and one- 
third rule? 

MR, STECHISHIN: To reflect the one and 
one-third over the Vancouver rate of $1.00. So 
the revenue there is $6,650.00, for a gross total 
ef $11,650, 00, The out of pocket costs are the 
game as in Example 1, at $8,000,00, and the 
contribution to general revenue is now $3,650.00. 
set Bh It seems clear, that once competition 
becomes a fact, the railways, from the point of view 
of contribution to net revenue, should meet the 
competition where it eceurs and not reduce their rates 
to intermediate points. The railways obtain the 
least contribution to net revenue when they are 
forced to reduce their rates to intermediate points, 


and in fact, would improve their financial position 
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by abandoning the traffic rather than by making such 
reductions, 

Q. Now, just to get this in perspective, 
Mr, Stechishin, what the province of Manitoba is 
stating Aes is that where there is a madieeee in 
Toronto shipping into the Winnipeg and Vancouver 
market the railways are in the worst position vis-a- 
vis net contribution where they are impelled to have 


the oneand one-third rule applied? 
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MR. STECHISHIN: Or some such restriction 
on the traffic. 

Q. And they would be better to abandon the 
traffic to Vancouver in this illustration -- and it is 
only an illustration -- rather than apply it? 

MR, STECHISHIN: Yes, 

MR, FRAWLEY: Or make an agreed charge, 

MR. MAURO: Yes; under the present setup 
they are making an agreed charge. 

MR. FRAWLEY: They have to do it by agreed 
charge or violate the law. That is why they do it. 

MR, STECHISHIN: We wish to re-emphasize 
that this is the situation which occurs when the 
railways are faced with competition to a distant 
point and are forced to reduce their rate to 
an intermediate point. 

MR, MAURO: You have describel the impact 
where traffic moves to the intermediate points. Wha t 
are the impacts where the traffic moves from an inter- 
mediate point? 

MR, STECHISHIN: 

116, On the other hand, where the traffk moves 
from an intermediate point, the same factors produce 
sharply contrasting results. Assume in this case 
that the market at Vancouver is 1,000,000 pounds of a 
particular commodity, and that Toronto and Winnipeg, 
in the absence of external competition, share equally 
in the market. As in Ene previous example, the 


out-of-pocket cost, Toronto-Vancouver, is 95 cents; 
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2 the out-of-pocket costs, Winnipeg-Vancouver, is 65 cents 


3 per 100 pounds. 


4 1. Normal Rates Prior to Competition. 
5 500,000 lbs. ex Toronto @ $4 $20,000 
500,000 lbs. ex Winnipeg @ $2 10,000 - 
6 
: Gross Revenue " $30,000 
500,000 lbs. out of pocket 
8 costs @ 95¢ 4,750 
500,000 lbs. out of pocket 
9 costs @65¢ 3,259 
10 Less out of pocket costs 8, 000 
11 Contribution to General Revenue $22, 000 
12 
1B ae The Railways publish a rate 
of $1.00 ex Toronto and 
4 abandon the traffic from 
Winnipeg 
I 1,000,000 lbs. ex Toronto 
16 at $1.00 10, 000 
1,000,000 lbs. out of pocket 
é costs @ 95¢ 9,500 
18 Contribution to General Revenue $ 500 
19 3. The Railways publish a rate of 
$1.00 ex Winnipeg and 
20 abandon the Toronto traffic 
ysl 1,000,000 lbs. ex Winnipeg 
@ $1.00 10, 000 
22 1,000,000 lbs. out of pocket 
costs 6,500 
23 
Contribution to General Revenue $ 3,500 
24 
AY The Railways publish a rate of 
25 $1.00 ex Tornnto and ex 
Winnipeg 
26 
500,000 1lbs.ex Toronto @ $1 5, 000 
27 500,000 1bs.ex Winnipeg @$1 5, 000 
28,» Gross Revenue 10, 000 
29 500,000 lbs.out of pocket 
costs @ 95¢ 4,750 
30 500,000 lbs.out of pocket 
costs @ 65¢ 3,250 
Less out of pocket costs 8,000 


Contribution to overhead $ 2, 000 
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oF. The railways might publish a rate 
from Toronto and from Winnipeg based 
on out of pocket costs plus an 
arbitrary, say 30¢ 


500,000 lbs.ex.Toronto @95¢ 


plus 30¢ equals $1.25 $6,250. 

500,000 lbs.ex.Wpg.@ 65¢ 

plus 30¢ equals 95¢ 4 750., 3 

Gross Revenue $11, 000 
500,000 lbs.out of pocket costs 

@ 95¢ 4,750 
500,000 lbs.out of pocket costs 

@, O5¢ 3,250 

at, 

‘Qut, of pocket costs $ 8,000 
Contribution to Overhead $ 3,000 


* 


Q. Under 1 where the two points, Winnipeg 
and Toronto, share the markets, the net contribution 
was $2,200? 

MR. STECHISHIN: Yes; that is prior to 
competition, 

Q. Competition manufactured itself, and 
under 2 the net contribution is reduced to $500. 


Ne, 3 is the alternative of No. 2. 


a ae Under the situation where traffic moves to 


tntermediate points where competition is not compelling, 


a reduction in the intermediate rates has the most 
adverse effect on rail revenues while a reduction in 
the longer haul has the most beneficial effects. 

Liss Under the situation where traffic moves from 
intermediate points the exact opposite is true. The 
railways stand to gain weee by reducing the rate from 


the intermediate point and gain least by reducing the 
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A ANGUS, STONEHOUSE @ co.tTo. Stechishin, Rutledge, 

cid DG Trachtenberg, dir 15705 
; (Mauro ) 

2 rate for the longer haul. 

3 i190. This situation prevails despite the fact 

4 that the competition may exist only between Toronto and 
5 Vancouver and not between Winnipeg and Vancouver. 

6 220. . The long and short haul clause makes no 


7 distinction between traffic to intermediate points 


8 and traffic from intermediate points. 


2 ee igeten It is our submission that the railways 

10 should wherever possible meet competition in such a 

11 manner as to minimize their losses and that this 

12 can be best achieved by allowing the various com- 

13 peting industries to enter a common existing or potentia 
14] market on an equitable basis. 

15 122. Gompetitive rates, in the railways' best 

16 interests should not merely be confined to between 


17 the points where the competition operates but rather 
18; to the common market or markets from the various 

19 producing points. 

20 Q. Mr. Stechishin, I believe that the 

21 province has prepared a statement which appears as 
22 Appendix II in Exhibit 153. This appendix is en- 


23 titled "Comparison of Manitoba Rates with Trans- — 


24 continental Rates". I would ask that be marked as 


25 Exhibit 153-1. 


---EXHIBIT NO, 153-1: Appendix II -=- Comparison 
ai of Manitoba Rates with Trans- 


continental Rates. 


“i MR, MAURO: Q. I understand, Mr.Stechishin, 


pa that it covers rates to the British Columbia coast, 
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ANGUS, STONEHOUSE aco.tto, Stechishin, Rutledge, 
TORONTO, ONTARIO Trachtenberg, dir 15706 
(Mauro ) 
Vancouver, except as noted, Those are the rates ex 
Winnipeg, Toronto to British Columbia? 
MR. STECHISHIN: Yes, 
Q. And Appendix III, which will now become 
Exhibit 153-J is entitled "Comparison of Manitoba 
Rates with Transcontinental Rates to Eastern Canada, 
Toronto, except as noted," ex Winnipeg, ex B.C. 
_--EXHIBIT NO, 153-d: Appendix III -- Comparison of 
Manitoba Rates with Trans- 
continental Rates to Eastern 
Canada, Toronto, except as 
noted. 
MR, SINCLAIR; Could I ask you what, under 
"alcohol" ex B.C., capacity, means in Exhibit 153-J? 
Whatever the limit of the cars supplied? 
MR, STECHISHIN;: It is movement in tank 
cars where the minimum weight is based on the capacity 
of the car. 
MR. MAURO: Q. Have you any comment to make 
on this? 
MR, STECHISHIN: Not at the moment. The 
same type of information was contained in thePremier's 


brief in Winnipeg, and probably a little fuller. 


ey ms 
ae 


It is comparing eastern Canada to Vancouver and from 
Vancouver or British Columbia to Eastern Canada, 
compared to Winnipeg to eastern Canada in the opposite 
direction. 

Qe What is the position of the province of 
Manitoba regarding this inequity of long and short 


haul? 
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ANGUS, STONEHOUSE & CO. LTD. Stechishin, Rutledge, 


TORONTO, ONTARIO 


Trachtenberg, dir 157-07 
; (Mauro ) 
2 MR, STECHISHIN: Recommendation: Long and 
3 Short Haul Clause, 
4 123.3 The province of Manitoba therefore submits 
5 that the present policy is clearly inequitable in 
6| respect to the intermediate points, It is the position 
7 of the province of Manitoba that this Commission recom- 
8 


mend as follows: 

9 Firstly: That the railways should not be permitted 
10 to select the centres which will be allowed 
ii to compete in a given market, 


vv secondly: When a competitive rate is published from 


13 a more distant point, the intermediate 
14 point, in our case Manitoba, should be 
15 given a rate reflecting its shorter 

16 haul to the same destination, that is a 
17 


rate reflecting its geographic location, 


18 Thirdly: Normal relations between shipping points to 


” a given market should be generally maintained. 
» In other words, the rate from Winnipeg to 
21 


Vancouver should be lower than the rate 


from Toronto to Vancouver on the same 

commodity . Similarly, the rate from 

Winnipeg to Toronto should be lower than 

the rate from Vancouver to Toronto on a 

given commodity. 

Q. Now, this submission of the province of 
Manitoba is meant to be applicable across the Dominion 


of Canada to all intermediate points and shipments from 


those points? 
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ANGUS, STONEHOUSE & CO. LTD. Stechishin, Rutledge, 


TORONTO, ONTARIO 


Trachtenberg, dir 15708 
‘ (Mauro ) 
2 MR. STECHISHIN: That is correct, 
3 THE CHAIRMAN: What does it do to railway 
4 revenues? 
5 MR. STECHISHIN: I felt that the illustration 


6 on pages 52 and 53 clearly indicated that it would 


7 assist the railway revenues. 

y 8 MR. MAURO: We are arguing that it will 
9 make an improvement, that iieetitatie rates are 
10 instituted from the intermediate points. 


i1 MR, STECHISHIN: Bes? time a car starts 
12 from Toronto to Vancouver instead of Winnipeg to 

2B Vancouver their costs are very much higher, even if 
14 the rates are the same. So in that respect it would 


15 be better to encourage Winnipeg traffic rather than 
16 Toronto traffic. 


17 MR, MAURO: Q. And we are not suggesting 


18 under this proposal any geographical disadvantage 
19 that Banibeen has be offset? 
20 MR. STECHISHIN: None whatever. 
21 Q. And all we are asking is if there is 
any geographical advantage in Manitoba the rail policy 
should not be allowed to offset that advantage? 

MR. STECHISHIN: That is correct, sir. 

MR, SINCLAIR: Is it the submission of the 
province of Manitoba that this be incorporated as a 
legislative change to the One and One-Third Rule? 

MR, FRAWLEY: Mr. Mauro said he was not 
asking for a repeal of the One and One-Third Rule. 


THE CHAIRMAN:, No, merely an extension. 
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RRMIS; StoNtHOUSE a co” tro. Stechishin, Rutledge, 
eepercncst Trachtenberg, dir 15709 
(Mauro ) 


MR, MAURO: It is merely an attempt to 
create a competitive situation which results in the 
greatest possible revenues for the railways while 
still attempting to get this equitable balance, and 
we suggest that our proposal does bring the balance 
to the shipper at the intermediate points and also to 
the real interest of the railways. 

MR. SINCLAIR: Did you say this was a 
legislative change? 

MR. MAURO: We have put it forward on page 
54 recommending to this Commission to make the recom- 
mendations as we set out. 

MR, SINCLAIR: I would like to clear this 
one thing up. Is it the position of the province of 
Manitoba that the railways cannot do what they are 
Suggesting here now if they so desire? 

MR, MAURO: That they can't do it? 

MR, SINCLAIR: Yes, 

MR, MAURO: No, there is no suggettion in 
our brief if the railways wanted to do this they 
could not do it. The simple matter is that the rail- 
ways apparently to this moment have not done it. We 
say that shippers and railways have both suffered as 
a result of this, and if this Commission decides to 
recommend a legislative change, well and good; if they 
feel that a directive to the railways is sufficient, 
that's fine. We are saying that they haven't done it 
to date and it is inequitable. 


COMMISSIONER ANSCOMB: You are saying that a 
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ANGUS, STONEHOUSE & Cco.tTo. Stechishin, Rutledge, 
ce eee Trachtenberg, dir 15710 
(Mauro ) 


recommendation of legislative change would compel them 
to do it. 

' MR, FRAWLEY: I would suggest that he 
recommend that it be by legislative amendment and not 
fall into the fluke situation we are in, where you can 
by means of agreed charge drive a cart and horse 
through everything that Mr. Turgeon suggested in the 
1951 report. 


MR. MAURO: Q. Now, I believe you wish 


to discuss another item, namely, Lake and Rail Rates. 
MR, STECHISHIN: Tee," i*d0% 

124, The movement of commodities over the 

Great Lakes inland waterway system is of importance 

to the prairie region, particularly to the province of 

Manitoba, This importance has been increased further 

with the opening of the St. Lawrence Seaway System, 

Water transportation historically has bean of great 


advantage to the central region of Canada by providing 


a low cost means of carriage of goods into the 
prairie region, Under the present practice of the 


Board of Transport Commissioners in setting rates 


for the movement of commodities by water, the geo- 
graphical advantages once enjoyed by the prairie 


region have been denied. It is our submission 


that this practice represents an inequity in the 
Canadian freight rate structure, 

2125, Considerable evidence has been presented 
to the Board of Transport Commissioners by various 


i nterests including the railways to the effect that 


_ 


a 
D 


7 = - 
ae A 


fige, voy, sie ie one #0 estan 
* \gpirodt Betis Sedo Sw aynkisd vento 
etd af bedeseepue “KoOSmrLT sh ui 
ideiw vey Gvetles {..watt «2 oie. ie 
astern Isat ine $84. tleman mae “etoomr a Baus 
obit fe aver oat i a 
ee rave askdebemtien *y tasmanian? bi — 
eomet: Lit te et asedpige ginws wa petateit deunt ? 
 sonkve:g¢ “87 .of +i alias Be sci punter wae 
. edgen? Beasoisnl weed eit seo ef? ade 
magiys Lanset eons se wii? % anthers son-eieal “ 


Jaerg Yo voeil dan vilerloodike pokdadebganante cote 7 
— 


———— en TOLL ALLL ALLL ELLE LL 


| gribtvesg Yo sbeca) To selaw: Demos Gad od sgesnsvbs 
| sit otrt woos! to. samietge Ve eag9m teoo wol * c 
ene 10 enoffiere Sheawrg an? 4ahni j -folget ebatany 
Bote: giktd se al avec dantqames megan? 6 ber 608” 
-o99 Sid ,.stew yd 2ebilbpames: To doowavon ed to 
le mys 7 oat Yo heyefns sono nopeinevbs Laoldqany 
rMotwehgdas wo et 3t |, DeRHeR nod evant Holyet 
od’ fa! cAttipect no ateed srgiy wadtoarg aids “dade 
_ereiteredia Sao taghen nelbaved 
nenenas 7 Pesd ada spaablye stdartebtenod ; aarht 
teaaey vad ssdou sense soqeaery te bxsod edt of 


P aenite add of wig chee ie pattuons agnoioin 4 


ANGUS, STONEHOUSE & Co.LTo. Stechishin, Rutledge, 
TORONTO, ONTARIO Trachtenberg, dir 15711 
(Mauro ) 


competition from the Great Lakes carriers has been, 
and continues to be, very real. The lake carriers 
cannot compete in terms of service but in terms of 
cost of carriage they are substantially below that 
of the rail carriers. As early as 1895 a House of 
Commons Railway Rates Committee which investigated 
Canadian rates and those on United States railroads 
operating under similar conditions reported uae 
merchandise which moved via all-rail by Canadian 
Pacific was carried at considerably higher rates, but 
that 80 per cent of the traffic was carried by 
lake-and-rail at a lower rate, (A. W. Currie, 
"Economics of Canadian Transportation", second 
edition, Toronto, 1958, pages 46-47. ) It would seem 
logical therefore to expect that the "normal" rates 
of the lake carriers would be well below the "normal" 
rates of the higher cost rail carriers. One would 
also expect to find that the railways would reduce 
their "normal" rates to a level reflecting that of 
their lower cost competitors, Indeed, such was the 
case Figen the early days until the First World War. 

MR. MAURO: "The growth of the West was 

accompanied by the extension to Lakehead 

of the competition between rail and 

water carriers which had existed for 

many years along the Lower Lakes and the 

St. Lawrence River. In the early years 

of the twentieth century rate cutting 


between the two transportation agencies 
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ANGUS, STONEHOUSE & co.Lto. Stechishin, Rutledge, 
TORONTO, ONTARIO Trachtenberg, dir 157212 
(Mauro ) 


apparently developed but about 1908 they 

tacitly agreed that rates by all-water 

or by rail-and-water should be a fixed 

differential below all-rail rates, In 

effect, they agreed on a 'fair' division 

of the business to and from Lakehead, 

There could "be no doubt at all as 

the efficiency of the waterways spread 

through eastern Canada from its easterly 

coast and terminating with the western 

limit of the most westerly division 

of the east -- at Port Arthur and Fort 

William, ' Water competition forced re- 

ductions in rates between a great many 

centres in eastern Canada and on 

numerous commodities." 
(A. W. Currie, "Economics of Canadian Transportation" 
second edition, Toronto 1959, page 54.) 

MR, STECHISHIN: 
126. The railways at first tried to maintain the 
level of their rates on the premise that shippers 
would be willing to pay higher rates for faster year 
round service. However, this proved not to be the 
pase, and the railway were forced to reduce their 
rates, By trial and error, it was discovered that 
@ premium of about 20 per cent was all that shippers 
were prepared to pay for the faster service. The 
railwways accordingly set their through rates to 


Winnipeg at a level about 20 per cent higher than the 
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y shipper would have to pay using water carriers to 
3 the Lakehead and the railway beyond, Because 
4 the water carriers charged the same rate to the 
5 lakehead from Toronto as from Montreal, the railways 
6 were only obliged to reduce their Montreal rate to 
7 the Toronto level. These reduced rates from 
8 Montreal and Toronto were allowed to apply as 
9 maxima to or from intermediate inland stations 
10 and in this manner the large block of stations known 
i as groups A and B came into existence. Thus, 
12 the basis for the all rail rates consisted of three 
13 factors: first, the cost of moving by water to the 
14 lakehead; second, the rail rate beyond to destina- 
15 tion; and third, the premium, or differential 
16 which was added to the sum of the other two. 
17 | 
18 a 
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py The significant element here is that the 


level of rail rates was governed by the eet of the ° 
water rates and that successive reductions were 

made in the rail rates until a satisfactory traffic 
volume was achieved, During the first World War, 

the demands of wantime commerce all but eliminated 
package freighters from the Great Lakes. The few 
remaining lakers whose rates were not yet controlled, 
responded to the law of supply and demand, and raised 
their rates, in disregard of the differential which the 
railways used to measure the difference in the value 

of the two services. SB 

128, On April oF" 81917, the railways filed new 
tariffs increasing the eastern factor in the through 
lake and rail si by the same amount as the increase 
taken by the water carriers, The Board of Railway 
Commissioners suspended the proposed tariffs wntil 

an investigation had been made, The Board then = 
permitted the increase, effective September 1, 1917 
(VII: J.0.R.R, 321). This increase in the eastern 
factor resulted in an increase in the through east- 
west rate by the same amount taken by the water 
carriers, It is important to note that the rates 
were not increased by a percentage of the existing 

rates but by a flav amount. The lessening of 

the water competition increased only that portion of the 
rate subject to water competition and not the Lakehead- 


west portion of the rate, It should follow that 


if an increase in non-competitive rail rates were 
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granted, only that portion of the through rate not 
subject to competition should be increased, Such, 
however, was not entirely the case. Effective March 
15, 1918, the Board of Railway Commissioners 
permitted percentage increases in rail rates, The 
increases allowed were 10 per cent on the eastern 

or that portion of the rate subject to competition, 
and 15 per cent on the western portion. The 
eastern portion was the sum of the water rates plus 
the differential, The differential itself was not 
increased, 

Q. I wanted to have this clear: when 
this scheme of competing modes of transportation, 
water and rail, came into existence the water 
carriers set a rate level reflecting their cost 
Dierieteristies, and the railways lowered their 
rates until they got to a point where they were 
achieving a satisfactory traffic flow? 

MR, STECHISHIN: Somewhat above that level, 
yes. 

Q. Due to their cost characteristics, 
Then, in 1917 the water carriers realizing they were 
in greater demand and there was less space available, 
increased their rates and the railways moved up under 
that umbrella but only raised their portion from the 
east to Fort William? 

MR, STECHISHIN: That is correct. 


Q- >e.which was the portion that actually 
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represented water competition? 

MR, STECHISHIN: That is correct, 

Q. Would you go on please? 

MR, STECHISHIN: 
129. Presumably, the loss of traffic to water 
carriers occasioned by this increase was negligible, 
because five months later, on August 12, 1918 another 
increase was granted. Further evidence of the lessening 
impact of water competition is found in the fact that 
the eastern or competitive portion of the through rate 
was increased by 25 per cent while on the western or 
non-competitive portion the increase allowed was 
25 per cent in lieu of the 15 per cent allowed earlier. 
130, Two years later, on September 13, 1920, 
a further increase was granted, again with a larger 
increase on the now not so competitive eastern portion. 
This was increased by 40 per cent while the western 
portion was raised 35 per cent, These last increases 
were later cut back to 25 pez cent and 20 per cent 
respectively. 

Qe What is the real significance of 
this historical summary you have presented to the 
Commission? i 

MR, STECHISHIN: 
1Bl The important thing to note here is that 
the competition on the eastern factor was very real,~ 
that the rate charged by the railway reflected the 
competition where it existed, that as the competition 


lessened, the rail rate reflected this lessening and 
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2 tended to return to normal, and finally that each 

3 portion of the through rate was treated separately to 

4 reflect the different transportation characteristics, 

5 Q. Therefore, what you are -Slleging, 

6| here, Mr. Stechishin, is that there was a time when 

” there were, in fact, competing modes of transportation 

g| each reflecting their own characteristics and that . 

9 as the situation changed the rate structure changed? 
10 MR, STECHISHIN: That is correct. 

11 Q. And if it was a lake and rail competitive 

12 Situation then that portion of the rail rate which 

13 was subject to water competition reflected changes in 

14 the water competitive factor? 

15 MR. STECHISHIN: That is right. 

16| 132. The following table illustrates the distinct 

17 treatment of each portion and the lessening effect of 
the competition. 

To illustrate here, I have used the first 
class rate from Toronto to Winnipeg and separated the 
rate into two factors, the eastern factor -- Toronto 
to Fort William -- or the competitive factor and non- 
competitive factor from Fort William to Winnipeg, and 
then the through rate, On December 23rd the rate 
on the eastern portion for 812 miles was 75 cents 
which produced a rate per ton mile of (ly S5,a. The 
rate on the western portion for 420 miles was 89 cents, 
with a ton mile rate of pres. The 75 cents plus 


89 totals 164, and that was the rate charged on the 


through movement. 


aa YiIseAars 
\ sabvukees sanara wolthevegsnary! Asya 

a ) 7 
Pall 3 inakwells sok: vot pare 6% eee Se = 
ee ait i pe A ele i * ; Bei ive a acai | Ae radeon cw 


o~ 
=~ 
~ 
S 
e 
~ 
+ 
a 
- 
t= 


‘hoa 2A! 7D Peete at otom 


} tens Dae AU LIstearge Tsar “ tegtt seta 
7 he 

, 5 
[heed st! ee | j " wert sig kav te itd” ; 
y weet / eee ee rw 
, : is 

ee : mc { j sa’ EE OUCTE 5 14 =) emer |S 
DV all a 


ft i"Y ft iw. t OOF 6 Io van Py ned aokiautte | 
iwitence tte od Testun nar 


mite’ ov.td2t sqmos “tet sw ont 


eit scr Cees a batty. i R 

Sui id sodatiecili alidal yiiedEie®y eat SEI 
hi _; f eff Nas meee eas To taentsox: 

i Sar 

stor thd oquae alte 

vit bovd ovad 7 ,wre ed abegeenlift of ; 

Nia 

iiriniw of ottpevo? moet ever saaie 

| crmguss at ,orodest? ow! oFat efax 

. 1 ; - 

ori Hen “olds vi7tliognue G82 Ge == aeliihy gant ad 

bis cpdutantW on, mq fy tot gow detest evit tteqmasd | 


fa pon eywanwid oct corti : 


agen OY egaw aah Of “0? solvTey mivinse alt ag 


. 
hee ON 
> 
=o 
* 
o* 
4 


wel "O.0 de olin wee "eq ates & bosuborwa coke 
a. r ' ‘ 7 } i@ j 
Wars bE naw ceoiin Ot at saa alaasi miosnow oc ene 


seriy Genes BT oe a | 10 stats ao s te 

wt 

“4 . 7 
et me bayuecde stay o87 aew eo 544 “arate 


Ls 


- 


2 Gate 


ANGUS, STONEHOUSE & CO, LTD. Stechishin, Rutledge ’ 15718 
TORONTO, ONTARIO Trachtenberg, dir & 
(Mauro ) 


Q. So that a rate from Toronto to Winnipeg 
was made up of the rate from Toronto to Fort William 
by water, or the competitive rate as the result of 
that, plus the overland rail rate from Fort William 
to Winnipeg. 

MR, STECHISHIN: That is right, Then, 
prior to September 1, 1917 the water carriers had 
increased their rates by six cents, and the railways 
followed suit with a six cent increase in the rail rate, 
Now, we have the 75 cents going up to 81 cents, as 
shown on the third line, with a rate per ton mile of 
two cents even, The western rate, for reasons ian 
are not pertinent to this discussion, was reduced 
from 89 to 85 cents, and the cents expressed in cents 


per ton mile is 4,05, and the rate was $1.64, 


Qe Again, simply adding the uated competiti 
factor to 81 cents Stee Cue land carriage at.85? 

MR, STECHISHIN: Right, sir. Then, the 
next three or four lines show the effeet of the other 
increases that are referred to, and the figure on 
December 21st, 1921 was $1,395 to the Lakehead and 
$1.28 from the Lakehead to Winnipeg for a total of 
$2,674. . The percentage increase from December 23, 1907 
in the competitive factor, the Toronto to Fort 
William portion, was 86 per cent, the increase in~ 
the rate from eae cite to Winnipeg during that 
Same period was only 44 per cent, for a total increase 


in the through rate of 63 per cent. 


*. : 
| . ' a 

| Geqtenth of otmew? weet odes 2 suitd'ee “_ * 

| i - 7 


a 


WeLCLIY Jie at aims! moe}, wine ae 
So viness gd? as ates «9 isitormnog’ eit “o 70d 


al 


CREE LEW PRE Moet oder Lien Siete itt ewilg gi 


Spot? = dit lew Of ttt MORSE yaw 


a 


| bet 2relsces * won . ase tqoe av 
. oe 
. ;waet 36s > ; dene shy te ap hasty beasotD " " 
TE: cr? ; I tae , i é, ’ ae - w > | fos bewo ft oe 7 


Lada Bad i wee 2} ott oved oy, oe 
afta os | (8, Cite tot Damiete vod ae csi | 
tao , stan neshese alt 40 ove bees. owt 

7 aonber sei ) kbelt of Vemakerny som ome 


| | — 1 
MaKe adie ott emt \neiee BE a Ge aot 


Vo 


' % ; &% ne 4 ay sh ef aitn ae. soe | 
r ) lm —_ , ir ia : 
~fV aw aw f ; § ‘ otega «? a 

. | , | | i ae 
. < ; Toh oil ‘0 seth etawn Bee Toast fF 
| - i 
| 

; , pat gi ATH STHORMS . As 

Vs 7 7 ia Pr ot ' ie act4 Me ‘es spa > , “EO ¥ to setae txed 


{ 
OF STZLT WAY bas >; HStte * ova fartd geauetont 


: 
! 


eee 
a 
e 
< 

< 


maw [hel eal? nods ott 
| %6 latav a =z caneW of Bas desler ed mort’ 6S. a4 
‘L teeeueus opetnsousq tat , eT8 si. 
Toot wh \aeee evididenes add ! 
»leae 49908 eau inoteaaq es. f 
coq inmtw of mR otw tot Mort ead 
,tewo xeq 4% Eine aa botroq Ms 
treo tq FA Io weet " 


ine? 


my 


a 
_ ! a 


4 


ANGUS, sTONSHOUSaco.LTo. (Stechishin, Rutledge, 15719 
Trachtenberg, dir. 
? (Mauro ) 
2 Table 8 
3 First Class Toronto to Winnipeg in Cents per One Hundred 
Pounds, 
4 
Competitive Non-Competitive 
5 Factor Factor 
Toronto —- Ft. Ft. Wm. - Wpg. 
6 William, 812 420 miles Through 
miles Ratie 
7 Cents Cents | 
Rate per Rate per 
8 ‘_  Som-mile _ton-mile Rate 
December 23, 1907 75 1.05 89 ,2 sae i 
9 plus 6 cents 
September 1, 1917 81 2.00 : 85 4.05 166 
10 plus 10% plus 15% 
March 15, 1918 GQ mene Bel G 98 4,67 187 
11 plus 25% plus 25%-15% 
August 12, 1918 12% 2/2 2.75 106 1/2 5,07 218 
12 plus 40% plus 35% 
September 23,1920 156 3,94 144 6.86 300 
13 plus 25%-40% plus 20%-35% 
December 21, 1921 139 1/2 3.44 128 6,10 2674 
14 
Percent Increase 86% Ug 63% 
15 
16 335 This table clearly illustrates that the 
17 eastern and western portions of the through rates are 


unrelated, and that due to the decrease in competition, 


the railways were able to increase the eastern portion 


by 86 per cent 
by only 44 per 
amounted to 63 
134, The 


competition in 


cent, 


per cent, 


that the eastern portion in 1907 was 


while the western portion was increased 


The inerease in the through rate 


table also illustrates the impact of the 


1.85 cents per ton mile while the western portion was 


4,24 cents per ton mile. It is reasonable to assume 
that in the absence of this competition both portions 
would be on the same basis and the ton-mile figures 


comparable, distance considered, The mileage from 


Fort William to Moose Jaw is 818, roughly the same 
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distance as from Toronto to Fort William at 812 miles 
and these rates make comparisons more accurate, 

And, as in the first table, the mileage 
from Fou@William - Winnipeg was 420, and it is not 
proper or fair to compare a Wom mile figure for a 
short haul and long haul, if I may use that giabinaicees 
SO, what we have done here is to take equivalent 
mileages on the eastern and western portions to make 
the comparison more valid. Here we note that the 
rate from Toronto to Fort William on September lst, 1914, 
Which was the first date I had, 75 cents the same as 
shown on the previous table, and from Fort William - 
to Moose Jaw $1.60 for a total of $2.35. Then, on 
December the 2ist the eastern portion had gone up to 
$1.39, as indicated in the previous table, the portion 
from Fort William to Moose x60 to $2.30 for a through 
rate of $3.69. Percentage-wise the increase was 
86 per cent in the eastern portion, 4 per cent in the 
western portion, and both of these calculations are 
the eae in Table 8 on the previous page, but the 
through rate had gone up only 57 per cent to Moose 
Jaw whereas it had gone up by 63 per cent to Winnipeg. 

Q. One of the significant factors there 
is that again the two factors are distinct and 
separate and they reflect the competitive situation in 
each of the particular sections involved ~~ in one 
ease the water portion of the Canadian haul and the 
other the land portion? 


MR, STECHISHIN; That is correct. 
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Q. That is at December 21, 1921? 


MR, STECHISHIN: That is correct, yes, 


Table 9 


First Class Toronto to Moose Jaw in Cents per One 
Hundred Pounds 


Competitive Non-Competitive 


Factor factor 
a Toronto- Ft. Wm. - 
AS Ft. Wm. Moose Jaw 
‘ 812 miles 818 miles 
Gents per Cents per 


Rate ton mile Rate ton-mile 


September 1, 1914 75 1.85 160 3.91 
December 21,1921 1394 3.44 230 5462 
Percentage Increase 86% Lug, 

Pe 
Sos ae With equal mileages we find that the faetor 


in 1944 for the competitive portion is 75 cents compared 
with the non-competitive factor of $1,60 or a reduction 
of 53 per cent in the competitive portion. 

That is, the 75 cents is 53 per cent less 
than the $1.60 for the same mileage. 

By 1921, the competitive factor had risen 
to $1.394, while the non-competitive factor had risen 
to $2.30, or a reduction now of only 39 per cent. 

Q. And this iswhat you have referred to, 
that the water competition was lessening? 

MR, STECHISHIN: That is right, whereas at 
one time it compelled a 53 per @ent veduction in the 
rate, by 1921 the compulsion was only to the extent 
of 39 per cent, 


136, Even more important is the fact that the 
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lessening of competition due to wartime conditions 
resulted in a greater percentage ee in the 
through rate to Winnipeg than to Moose Jaw. The 
increase of 63 per cent to Winnipeg, as compared with 
only 57 per cent ree Jaw, was nothing more than 
a reflection of the fact that Winnipeg, being closer 
to the Great Lakes, had enjoyed greater benefits from 
the competition inherent in its location and quite 
understandably suffered the loss of the effectiveness 
of that competition to a greater degree, These 
changes in relative rate levels, while onerous to 
Winnipeg, were inevitable and unavoidable as long as 
the rates of the water carriers were uncontrolled and 
allowed to seek tKéir own level, 

Q. So that in a freehy competitive 
situation when the water competitive factor became 
more compelling, Winnipeg benefited? 

MR. STECHISHIN: That is right. 

G. And when the competitive factors 
lessened Winnipeg took their losses? 

MR, STECHISHIN: Relatively greater, or less 
to the points west of us, depending on whether it was 
downwards or upward, 

137. Each increase in rajj rates merely raised 

the umbrella over water rates created by the differentia 
method of rate making and the remaining package 
freighters generally elected to follow the rail rates 


upward rather than compete pricewise for the traffic 


offering. w 


ile Borage ae ora? to £9 toq Ed Yo 


L i” 7 oon : 
tas a ‘ 2h ry) SS eey 7 Ta ~eeow evo alierdnyr ed : 


oe ¥ 
eetex. Dl /0 wile of betatie qlievenss si19¥ My 


ae 


: - ae} Ne 


umatgivndeasd suigaza oP sob debviee be 
7 


ft a2 eesewat snetnsaeed, rotane i aif. 
ett May enool 9? miss anakana 4 pst 


ant be Ms cA : s 


> 
meet) opont onidtog 4# whl, @& coll. o7 tqud | cm ee ar : 
pats Fin, at i Yoeltt owl ee, Yo wocboaltor i 
me | 

mete’ a4 i Hig yur a) th Pd ¢ aan sibel a ; 
; : : ao) 

Wb bow ie sti ci, Srrecenly _ weit bveqaes it 
i 
‘ wilt nasettye «idabuadered 


, 
ji4a%" «4 ea ee sl tase 2 a 
bs 4 pe tlewet okies rn Lets eh donaesto | 7 
iw ey}. 
orovage £ 71 > wed _ eerie anataaey, 
bias tre W eretrtse totew eh YO aedat ree | 
; i 
“@ sney of Sewotia 
' 38 2 | 
. fs Bd hi “Ww wepiw mottevdie 4 
siti <2 itipsquoe Stree <4 
i}? TOSS sae y 
BYO) os . win Has 7h 
vet ¢ wagtanty Senecrgst 
ad t 7 ‘ 
Hie " RY . ri Sei) 1 MIRE INDSES ee a: 
. “4 
aie 82 uot » pathboegeb ,ac to Jeow atdated sid aa 
eawge wm abaawnwoh, | 


beater yfo% 0 setae chee mt saaecpal mos e VEL 
7 : 


eT Cre _— att) bons set iin oom, wo batts : 


i ; 7 a | 
ADbet? oct? a) satwuelcy sieges. mel teeta rt Bae 

; , _ - 
, Mi iy aS 


ANGUS, STONEHOUSE & co..to. Stechishin, Rutledge ° aa 
TORONTO, ONTARIO Trachtenberg, dir. 
(Mauro ) 


Q. What was the next phase of this 
development and lake and rail rates policy? 

MR, STECHISHIN: So far, we have come up to 
1921, There were no changes. bee 
138. +. In 1938, the Transport Act was passed changin 
the name of the Board of Railway Commissioners to that 
of the Board of Transport Commissioners and placing 
control of package freighters and their rates under 
that body, With the Second World War and price 
control nothing was done respecting freight rates until 
the application of the Railway Association for a 30 
per cent rate increase in 1946, 

There was no change between 1921 and 1946 
in the rate structure between eastern and western 
Canada, 

139. In this rate case and in all following 
cases, including the 17 per cent increase granted in 
1958, the Board of Transport Commissioners had 
permitted the lake carriers to preserve the 
differentials arbitrarily established 50 years 
previously. Despite the fact that the Transport Act 
subjects the rates of the water carriers to the same 
rigid control requirements as rail rates under the 
Railway Act, the water carriers' need for an increase 
has never been tested in open court while the 

testing of the railway increases has been exhaustive. 

Q. Did the water carriers in the 17 per 
cent ease of 1958 request an increase, Mr. Stechishin? 


MR, STECHISHIN: No, they did not. 
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1 
2 Q. Were you present at those hearings in 
3] 1958? 
4 MR, STECHISHIN: Yes, I was, 


Q. Do you remember whether or not a 
telegram was sent by counsel for the water carriers 
asking permission to raise their rates to maintain the 
differential? 

MR, STECHISHIN: I seem to recall that I did 
hear about. I did not see the telegram, 

Q. Did Manitoba object to any increase 
in the water rates without their showing cause at that 
time? 

MR, STECHISHIN: That is my recollection. 


Q Were the water carriers permitted to 


maintain their differential pritime<gs a megu 
17 per cent increase? 

MR, STECHISHIN: Yes, they were, 

Q. Do you remember what was the basis for 
the railways | requesting that 17 per cent increase? 

MR. STECHISHIN: It was based, as I recall, 
almost entirely, if not entirely, on a wage award -- 
on an award to railway labour, 

Q. Correct me if I am wrong, but the 
water carriers in Canada were permitted without showing 
cause to raise their rates on the basis of an increase 
awarded the railways for increased wages? 


MR, STECHISHIN: That is my recollection. 
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; “ania Trachtenberg, dir, 
(Mauro ) 


THE CHAIRMAN: Order, please, Mr. Mauro? 

MR. MAURO: Thank you, Mr. Chairman, 

Q. Mr. Stechishin, when we adjayened at 
noon we were discussing this matter of the lake and rail 
rates and you had advised the Commission that in the 
last 17 per cent case, for example, the application 
of the railroads was based completely on a wage award 
and yet the water carriers, without once appearing 
before the Board, were able to get a similar increase 
of 17 per cent in water rates, although they had had 
no similar wage increase, nor had they been required 
to demonstrate an increase in costs. 

What alternative policies were available 
to the Board of Transport Commissioners in the setting 
of these lake and rail rates? 

MR, STECHISHIN: This would apply not 
only to the last 17 per cent case, but to all of 
the cases since 1938. 
140, The Board of Transport Commissioners had 
four choices open to them, First, they could have 
determined the increase in cost of carriage by water 
and granted the water carriers an increase reflecting 
any increased cost. Second, they could have 
determined the average increase in costs for all 
carriers under their jurisdiction; that is, rail and 
water and granted each carrier an increase based 
on this average increase in costs, Third, they could 
have determined the increase in rail costs and 


granted the water carriers the same percentage increase. 
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Fourth, they could have determined the increase in 
rail costs and permitted the water carriers to mainéain| 
the former differential under the new all-rail rates, 
thereby granting them an Rgucea of the same number 
of cents per 100 pounds, 

Q. For clarification, could you illustrate 
these four methods that were open to the Board of 
Transport Commissioners? 

MR. STECHISHIN: I have prepared a little 
addenda, I suppose you would call it, to the brief. 

COMMISSIONER ANSCOMB: It may be that 
you have it a little further on, and if so don't 
answer it, but how long did the water fellows go 
before they actually got a wage increase? 

MR, STECHISHIN: I do not have the 
information on when specific wage increases were 
awarded to the water carriers. 

GOMMISSIONER ANSGOMB: Would it be very 
long? 

MR, STECHISHIN: In some cases it would 
be before the railways; in some cases, after, 

COMMISSIONER ANSCOMB: All I want is 
after the 17 per cent went in for rail, how long 
were water left alone before they were attacked and 
had to get an increase? 

MR, STECHISHIN: I don't know, Commissioner 
Auseoud , 

MR, MAURO: If possible, I will try and 


find out for you. 
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Q. There is this addendum, Mr. Stechishin, 
which we have now provided the Commission with. 
Would you be good enough to explain it? 

MR. STECHISHIN: This was peenaned to 
illustrate the four choices open to buen cera and 
for the purpose of this illustration we have rounded 
off the figures and stated that the approximate 
increase of 150 per cent -- in actual practice, it 
was 157 per cent -- in the rail rate has been 
necessary to reflect increases in rail costs, 

MR, MAURO: That, Me. Chairman and 
Commissioners, is the 157 per cent since the Second 
World War. 

MR, STECHISHIN: Assume an increase of 
125 per cent in water rates would have been sufficient 
to cover the increase in water cost, If rail 
traffic is 80 per cent of the total, the average 
increase -- that is, water and rail -- in rates 
would amount to 145 per cent. 

So that under the first method the water 
rate from Toronto to Fort William prior to the 
war was $1,063. The rail rate from Fort William 
to Winnipeg was $1.28, The lake and rail rate 
from Toronto to Winnipeg was the sum of those two, 
or $2,344. The differential was 33 cents, and 
the all-rail rate from Toronto to Winnipeg was 
$2,672. 

MR, MAURO Q: I do not quite understand, 


Mr. Stechishin -- what is the 33 cent differential? 
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ANGUS, STONEHOUSE & CO. LTD. Stechishin, Rutledge, 15728 
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MR, STECHISHIN: That is the 33 cent 
differential which was tacitly agreed upon, as 
Professor Currie ie, back in 1908, and it has not 
been changed, except there was a one cent change in 
the first class differential in 1956 or 1957. 

Qe So there is a tacit agreement that 
the water carriers will maintain their rate 33 cents 
below the railway? 

MR, STECHISHIN: On first class, yes. 

Qe Will you please carry on? 

MR, STECHISHIN: Under the first method, 
where each rate is increased by the actual increase 
in cost, the water rate Toronto to Fort William would 
be increased by 125 _ cent on the assumption we 
discussed a minute ago, resulting in a rate of $2.40 
from the $1.063 that we started with. 

The rail rate from Fort William to 
Winnipeg would be increased by 150 per cent, and that 
would go from $1.28 to $3.20, The lake and rail 
rate or the sum of those two would be $5.60, or a 
total increase of 139 per cent, 

fhe all-rail rate would be increased by 
the all-rail inerease in cost, or 150 per cent, and 
that becomes $6.69, If we subtract the projected 
water and rail rate from the all-rail rate, we would 
have a differential of $1.09 instead of the 
differential of 33 cents which existed prior to the 


war, 


Qe That is under the method whereby their 


> ren nit i hos ae pees) hae ei 
- 24 WL Sgnaito titss ane a hoon vasa hea 
: ee (he 6 a she Fiat ae | 


Sunt theater Fi nga a ‘st siete of 


diane CP voy Che eee Cte oe 


ver toe nb . 
(He man ot neta rary rein 7 
ds aos Stent. weve’ ebay, WIE FLOR oft . 
NM OK) iti oe Bt © sem rom ‘et pie: dnwo Sune 


Pied WALLIN SK Be Oo RGeOT ena wotaw oittt ‘ton an 


aK fod tata wr ae en 56 neg 3 ASL Pat | beesetoaes. so 
92.5) ic Faas. @ “2 gnitiane? ae hidatie” x still 
dite bothers ou faa Eh at GO 


wf Ss 
a MG 


U le 


a eS 
a. 
i 
a 
e 
r 


mali ti foeG wont sis Pee oe i 
tend bon ,4eoe Tey OFF vo beaneeemt a hibee’ aeqinalw 
ei fee ener oe? O08 of BS 20 geet eg Sivaw 


ow Le of Diao qt sob’ Be ape edt, se adee 


fen Gey BET yw vewtetaal tatey 


yd Londecanl ft Pipe ebay 2tegedts ay 
Dim ,/deo 7°o OGD ge y@eoe al ossenent tare [Le ang 
Dedoc( om, @ dhartee be Sx 08.58 Bembeed tant 
Divo! om .etam (Chet Wil moot ot chew bak chien | 
ont So Beevemt O,m% to totinbuita sd 2 vac | 
ag) 268 win ontely) Sold Bape ff Io tdid none tbh ig . 
ee oe 
- | 


ANGUS, STONEHOUSE & CO. LTD. Stechishin, Rutledge 3 15729 
TORONTO, ONTARIO Trachtenberg, dir, 
(Mauro ) 


rates reflect their costs? 

MR, STECHISHIN: That is correct, 

MR, MAURO: Very good. 

MR, STECHISHIN: Under Method No. 2, if 
the Board of Transport Commissioners had averaged 
water cost and rail cost and said that any increase 
we grant will be one reflecting that average increase, - 
this is more what the Board does between the two 
railways: they do not grant an increase to Canadian 
Pacific and Canadian National. They average the 
cost of both and apply the increase on that average 
basis, 

If that procedure had been followed, each 


one of the rates would have then gone up by 145 per 


gent, dich would be the average increase in cost 
by both types of carriers; the water rate would 
have“ gone up from $1.064 to $2.61. The rail rate 
from Fort William to Winnipeg, from $1.28 to $3,14, 
and the lake and rail rate from $2,346 to $5.75. 
The all-rail rate from Toronto to Winnipeg would have 
gone up from $2.673 to $6.56, and the differential 
would then be 88 cents. Under this method, they 
could have increased just as effectively the 
differential by the amount of the percentage increase. 
The result is the same. 

Qe Your third method? 

MR, STECHISHIN: Under the third method, 


as we mentioned earlier, the rail rate is increased 


by the given percentage based on rail increase in 
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costs, and the water carriers are permitted the same 
percentage faevweas) as opposed to the same number of 
cents per 100 pounds. Had that been done, the 
water rate from Toronto to Fort William Would have 
done up $1.063 to $2.66, 

Qe Which is the 150 per cent, which was 
the increase of the cost from rail since the Second 
World War? 

MR, STECHISHIN: Yes. 

The rail rate from Fort William to 
Winnipeg would be increased from $1.28 to $3.20. 

The lake and rail would go from $2,344 to $5.86, The 
all-rail rate from Toronto to Winnipeg still at 

150 per cent increase would be $6,69, and the 
differential would now be 83 cents. 

Under the fourth method, which is the 
method that actually was used, the water -- I should 
start from the bottom, possibly -- the all-rail 
rate Toronto to Winnipeg was increased by the 150 
per cent, resulting in a rate of $6.69. From that 
$6.69, the differential of 33 cents was subtracted, 
leaving a lake and rail vate, Toronto to Winnipeg, 
of $6.36. 

The rail rate from Fort William to 
Winnipeg of $3.20, and the water rate from Toronto to 
Fort William then was increased from $1,064 to $3.67; 
or, in this case, 197 per cent, while the lake and 
rail from Toronto to Winnipeg went up by 171 per 


cent, 
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Method I 


Each rate is 


Water - Tor, 
Rail - F.W. 
L & R = Tor, 
Differential 


AR. =« Tor, 


Method II 

Each rate is 
Water - Tor, 
Rail - F.W. 
L & R - Tor. 
Differential 


A.R. - Tor. 


Method III 

Each rate is 
Water - Tor, 
Rail - F.W. 
L&R - Tor, 
Differential 


ALR, — Tor, 


Trachtenberg, dir. 
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increased by actual increas 


e in costs, 


Before After Per Cent 
Increase Increase Increase 
to F.W. 1064 20 125 
to Wpg. 128 320 150% 
~ Wpg. 2343 560 13% 
33 109 
-Wpe. 2672 669 (150% 


increased by average increase in costs, 


145% 
145% 
145% 


~ FLW. 1063 261 

- Wpg. 128 314 

- Wpg. 2342 575 
ee a 

- Wpg. 2673 656 


increased by rail increase 
a SV. 1063 266 
- Wpé. 128 320 
- Wps. 2345 586 


145% 


in costs, 


150% 
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The rail rate is increased and differential maintained, 


Water - Tor. - F.W. 1063 316 197% 
Rail - F.W. - Wpg. 128 320 150% 
L&R - Tor. - Wpg. 2344 636 171% 
Differential Beatvae Fe’ seekers) 

A.R. - Tor. - Weer 2674 669 150% 


MR, MAURO Q: Mr. Stechishin, as I see 
it, under this fourth method the rate that the water 
carriers are permitted bo charge is in no way attached 
to the carriers! costs itself? 

MR, STECHISHIN: None whatsoever, 

Q. None whatsoever? 

MR, STECHISHIN: It is designed to protect 
the increase in the rail rate. 

Qe And as a matter of fact in the 
illustration that you have just referred to, while 
the rail rates went up 150 per cent the resultant 
increase in water carriers' rates under this method 
resulted in an increase of 197 per cent? 

MR, STECHISHIN: That is correct. 

Qe So that, not only were the basis for 
the fixed rate in no way reflecting the actual cost 
of the carrier, but the resultant rate structure 
permitted the water carrier to get a much larger 
increase than did the rail carriers? 

MR, STECHISHIN:: That is correct, I 


should clarify that in this last illustration I 
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follow the principle adopted by the Board right 
through, and this method, No. 4, does not allow 
for the changes which resulted from equalization of 
the class rate scale, although the pedecutels was 
maintained all the way through, but some of the rates 
were affected by the class rate equalization. 
COMMISSIONER GOBEIL: How do you get 
different differentials in the first three methods? 


MR, STECHISHIN: 1a% I have done here, 


Commissioner Gobeil, is I increased the rail rates 


by whatever increase method was suggested, and I 
increased the water rate by whatever increase appeared 
justified for the water carrier. The differential 

was merely the difference between the two rates, By 
subtracting the lake and rail vate from the all-rail 
rate we arrived at the differential. 

MR, MAURO: I think there what we are 
trying to illustrate is that under the historical 
development of lake and rail rates there was not a 
fixed differential as such, but a differential 
resulted from traffic movement and the cost 
characteristics of the carriers themselves, but that 
under the present method of a fixed differential 
between lake and rail rates you have the result that 
the actual percentage increases are greater in one 
carrier than in another. 

COMMISSIONER GOBEIL: Oh, yes. 

MR, MAURO: Would you go on, Mr. Stechishin? 


MR. STECHISHIN: The first method would 
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have been the most equitable since water rates would 
then be based on the water carriers* costs and 
requirements and would not bear any arbitrary 
relationship to other modes of prea seceieticn: The 
fourth method is the most inequitable sane under 
this method increases in water rates bear no 
relationship to increases in water carriers! costs 
and requirements. The Board elected to follow the 
fourth method in all post-war rate increase cases. 
Instead of applying an independently determined 
percentage increase or limiting the water carriers 
to the same percentage increase as granted to the 
railways, the Board of Transport Commissioners, by 
using the differential method of determining water 
and rail rates, not only gave the water carriers 
gratuitous increases, but gave them increases in a 
greater percentage than to the railways who proved 
their case, a 
m. MAURO Q: Do you want to make any 
comment on Table 10? o @ 

MR, STECHISHIN: This Table 10 on page 
62 shows, or follows up, the rates that we discussed 
earlier from 1938 up to the present time. These 
are the actual rates, and to a measure they reflect, 
the equalization of rates which came in during this 
period. 

It shows that the inerease in the rail 
rate to Fort William from eastern Canada has gone 


up by 117 per cent, That is the rate that the!) 
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shipper pays; the railways receive actually 145 per 
cent because of the Bridge Subsidy, but the water 
rate to Fort William has gone up from $1.06% to $3.97, 
or an increase of 274 per cent. 

The rates to Winnipeg show that the rate 
that the shipper pays because of the Bridge Subsidy 
has only increased by 125 per cent; the railways 
themselves have received an increase of 152 per cent, 
but the lake and rail rate has gone up by 142 per 
cent, 

I might just add here that a shipper who 
had used the rail of this period would have found 
his rates higher by 125 per cent, and the shipper 
using lake and rail found his rates going up by 
142 per cent, 

The third list of figures on that table 
is the same comparisons at Moose Jaw. Here, we 
found that the all-rail rate has only increased by 
112 per cent, which is lower than Winnipeg or 
Fort William, The railways are receiving only 137 
per cent more money on traffic to Moose Jaw, and 
the lake and rail rate is 123 per cent higher than it 
was in 1938. 

COMMISSIONER ANSCOMB: Has that had any 
effect in moving freight on lake and rail? 

MR, STECHISHIN: Apparently it has. I 
do not have this officially, but I am told by people 
who are employed by the steamship companies that they 


are finding it increasingly difficult to attract 
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traffic to the lake and rail method of transportation 
because the differential is not worth the additional 
time. 

COMMISSIONER ANSCOMB: Thank you. 


MR, STECHISHIN: 


Table 10_ 


Increase in Rates 1938 ~- 1959, Class 100 (First Class) 
From A and B Points. 


In Cents per One Hundred Pounds 


Rates to Ft, Wm, Rail Rail ex. Subsidy 

1938 199 199 

1959 431 487 

Inerease 232 288 

Percentage Increase 117% 145% 

Rates to Wpg. Rail Rail ex, Subsidy 

1938 267 267 

1959 601 6744 

Increase 334 LOT 

Percentage Increase 125% 152% 
‘Rates to Moose Jaw Rail Rail ex. Subsidy 

1938 369 369 

1959 762 3873 

Increase 413 504 

Percentage Increase 112% 137% 

141. Earlier in this submission it was 


demonstrated, by comparing the Toronto -Fort William 


rate, with the Fort William ~ Moose Jaw rate, that 
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the effect of the water competition was to reduce the 
rate by 53 per cent initially, a percentage which was 
later modified to 39 per cent, That is the Toronto 

to Fort William portion of the rate was reduced by 

that much, 

142, Despite the fact that the railways 

testified that the water competition was equally 
pervasive in 1953, the Board of Transport Commissioners 
in promulgating the equalized class rate scale . 
recognized this competition in a most peculiar manner, 
The rate from Toronto to Fort William is now 100 

per cent of the rate from Fort William to Moose Jaw 

and not 39 per cent below as spies the day before 

the order was issued, This would suggest that the 
Board of Transport Commissioners had decided 
competition no longer ern However, the Board 
also ruled that groups A and B which owed their 
existence to water competition should remain intact 

but in an amended form, Thus in the one order, the 
Board of Transport Commissioners denied to western 
shippers the primary benefit of eset ees Ma the 

form of lower rates, and preserved for all eastern 
shippers outside Toronto the benefit of competition in 
the form of parity of rates, 

143, | Having apparently concluded that competition 
should no longer affect the rail factor to Fort 
William, at least from Toronto, the Board abolished the 
basis of using one factor to the Lakehead and another 


beyond, and substituted therefor a single factor 
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through rate based on the rail mileage from Toronto, 
This in itself is not subject to criticism if the 
purpose was to establish a "ceiling" rate not reflecting 
competition. However, having established the cote: 
the Board of Transport Commissioners then prescribed 
that the lake and rail rate should be determined by 
deducting differentials from this ceiling. Since 
certain Canadian National Railway routes are 
determined by using the mileage via Armstrong, the. lake 
and rail rate, perforce, is determined over an inland 
route, Armstrong is not on the lakes at all. It is 
up north of Port Arthur and Fort William, 
144, The evidence shows that when the rates 
reflected competition, that competition was felt at 
all points west of the Lakehead in the same amount. 
When the competition lessened, the increase in 
rates was also the same amount at each point, We 
shall now examine the impact of competition on existing 
rates. 

MR, FRAWLEY: I think I could assist the 
Commission just at this point. There was a citation 
to the Board of Transport Commissioners Judgment 
which the witness has been referring to, It is 
the Decision known as the Equalization Class Rates 
Scale Judgment and Order of March 1, 1954, together 
with notes and reasons for the said judgment issued 
February 28th, 1955. It is to be found in Volume 
XLIII. of the Judgment aes regulations and 


rulings, dated March 1, 1954, 
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| MR, MAURO: Thank you ae much, Mr. 
ee 

COMMISSIONER MANN: While we are dealing 
with citations, wasn't this case brought before the 
Board of Transport Commissioners by the Winnipeg 
Chamber of Commerce? Bo you have a citation ready 
for the record, Mr. Mauro? 

MR, MAURO: I have not, Commissioner Mann, 
but I certainly will put it on the record this — 
afternoon. | 

THE CHAIRMAN: Mr, McCormick I think fought 
it? 

MR, MAURO: And Mr. Stechishin was the 
leading witness in that case, 

MR, FRAWLEY: I found myself associated 
at that time with the railways and the Canada 
Steamship Lines, because Alberta would never accept 
restoring to the freight rate structure the Fort 
William arbitrary by which railway rates to western 


Canada are broken over Fort William, I was going 


to give you that citation myself, sir. 
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MR, MAURO: I have now the Judgment dated 
February end, 1959, appearing in Volume XLVIII, No. 21. 

THE CHAIRMAN: JIO.R, 9. 

MR, FRAWLEY: JOR. 9. 

MR, MAURO: "In the matter of the appli- 
cation of the Winnipeg Chamber of Commerce for an 
Order directing the railway and water carriers under 
the jurisdiction of the Board to remove alleged unjust 
discrimination and undue preference in tariffs of 
the said carriers on traffic between eastern and 
Resterh Canada." 

MR, STECHISHIN: Table 11 at the top of 
page 64 is prepared to show what impact would occur 

on the present east-west freight rate structure if 
the competition which we calculated earlier as having 
forced the 39 pe cent reduction and tices were still 
pervasive sufficiently to compel a 39 per cent 
decrease in rates. 

In the first line the rail rate Port’ William 
is $4.31. If this rate were reduced by 39 per cent 
it would be then $2.63 rather than $4.31. That is 
the all-rail rate, From that all-rail rate 
we deducted the differential which I mentioned earlter 
is now 34 cents, and that would leave a derived water 
rate of $2.30. 

Then under (1) we have listed the published 
lake and rail rate to Winnipeg of $5.67, and a little 
over Paine left we have added the derived water rate 


of $2.30 to the actual rail rate from Fort William to 
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Winnipeg of $2.82, the total being $5.12, The rate 
to Winnipeg would then be 55 cents lower than it is 
under the present method of rate making. 

We have done the same under (2), -coming up 
with $6.77, which, subtracted from the $7.27, shows 
that the Regina rate would be reduced by 50 cents, and 
the same thing at Edmonton where the combined water 
and rail portions would then total $8.75 instead of 


the existing rate of $9.15, or a reduction of 40 cents, 
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Table li 
Class 100, From Toronto 


In Cents Per 100 Pounds 


Rail rate to Fort William 

Reduced by 39% same basis as formerly 
Less differential 

Water rate derived 

(1) Published Lake and Rail Rate 

to Winnipeg 567 
ieivea water rate to Fort 


William 230 


Rail rate Fort William to 
Winnipeg 282 


Difference 


(2) Published Lake and Rail 
Rates to Regina Tet 


Derived water rate to Fort 
William 230 


Rail rate Fort William to 
Regina AT 


Difference 


(3) Published Lake and Rail rate 
to Edmonton 915 


Derived water rate to Fort 
William 230 


Rail rate Fort William to 
Edmonton 645 
875 


Difference 
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145, This table shows that if the same degree 

of competition were reintroduced into the rate structure 
as is claimed exists by the railways, the class 100 

rate to Winnipeg would be reduced by 55 cents, to 

Regina by 50 cents and to Edmonton by 40 cents per 

100 pounds, Conversely,it follows that because this 
competition is not allowed to manifest itself, Winnipeg 
is penalized 55 cents; Regina 50 cents and Edmonton 

40 cents per 100 pounds. 

I might add here that just recently the 
Board of Transport Commissioners turned down an 
application of a water carrier who proposed a rate 
below that prescribed, and they were advised that they 
would not be granted the licence unless they filed a 
rate scale which was more consistent with that filed 
by the present water carrier. 

COMMISSIONER MANN: Doesn't that involve 
the principle of not charging for the backhaul? 

“MR, STECHISHIN: That was the reason that 
the Board gave. But they tried to put in a lower rate, 
and they were not permitted to do that. 

MR, MAURO: I think the connection with that, 
Commissioner Mann, is the interesting fact that the 
Board wanted to divide it both ways and the carrier 
said if we get a good price going to the lakehead we 
ean take this cargo back at a lower rate. 

MR, FRAWLEY: Have you got the reference for 
that, Mr. Mauro? 


MR, MAURO; It is the Upper Lake Shipping 
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application, 

MR, STECHISHIN: 

146, Similarly, under the former more realistic 
method of rate making, any reduction h inland rates 
would have benefited all stations. The following 
table shows that a 40 per cent reduction in rates 
from the lakehead is ineffectual at Winnipeg, but 
substantial at points west. 

Now, what I am trying to do here is to show 
that if a shipper were to bring in goods into the lake- 
head by ship and then ship them by, say, truck to 
points west at 40 per cent below the railway rate, 


this is the benefit that the shipper would receive. 
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1 (Mauro ) 
2 
Table 12 Class 100 
3 
per 100 Lb 
4 
(1) Normal rate Fort William 
5 to Winnipeg 282 
6 Feluced rate by 40% 169 
7 Lake rate Toronto to Fort 
William 397 
8 
Total 566 
9 
Lake and rail rate, Toronto to 
10 Winnipeg 567 
11 Difference 1 
12 (2) Normal rate Fort William 
to Regina 447 
13 
Reduced by 40% 268 
14 
Lake rate Toronto to Fort 
15 William 397 
16 Total 665 
17 Lake and rail rate, Toronto 
to Regina Te. 
18 
Difference 62 
(3) Normal rate Fort William 
to Calgary 645 
Reduced by 40% 387 
Lake rate Toronto to Fort 
William 39 
Total 784 
Lake and rail rate, Toronto 
to Calgary 915 
Difference; 13k 


In this table it shows that the shipper 
would pay $1.69 plus the lake rate Toronto to Fort 
William, of $3.97, as opposed to $5.67 if he didn't 


get the 40 per cent reduction in the inland portion 
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of the movement. In other words, he would save one 
cent. 

Under (2) the rate would be reduced to 
$6.65 as opposed to the normal lake and rail of STn.2Ts 
and the shipper would benefit by 62 cents. 

Under (3) if the rail rate from Fort William 
to Calgary were reduced by 40 per cent the shipper 
would benefit to the extent of $1.31. 

THE CHAIRMAN: Have you tried to put a 
dollar mark on the saving to the shipper? 

MR, STECHISHIN: Well, I have used a 40 


per cent reduction. 


THE CHAIRMAN: But how many dollars? 

MR. STECHISHIN: I understand there are 
about 600,000 tons moving into Winnipeg via lake and 
rail. Now,how many tons more would move if you had 
a better rate structure I can't begin to guess. We 
would have to know how much the reduction was and 
how much that reduction youd increase the traffic. 

MR, MAURO: Q. in other words, Mr. 
Stechishin, this points up the situation that would 
result in a more realistic rate structure as per- 
vasive throughout the west, and not only at Winnipeg? 

MR, STECHISHIN: yes. 

Q. And the real gainer in dollars and 
cents is the Calgary shipper? 

MR, STECHISHIN: Yes; the further inward 
you go the more benefit there would be. 


Qo Now, what are your recommendations under 
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this heading of the submission? 

MR, STECHISHIN: Recommendations: Lake 

and Rail Rates, 

147. The province of Manitoba therefore recommends: 

Firstly: That water carriers be required to apply 
and show cause for any proposed rate in- 
creases, and that in such applications the 
rates be established on the financial require~ 
ments of the water carriers without refer- 
ence to the rates of other modes of 
transportation, 

Secondly: That the through rate on a shipment carried 
by more than one type of carrier should 
reflect the relative rate characteristics 
of each type of carrier to the extent 
that each has participated in that move- 
ment. 

148 These recommendations, we submit, will 

make possible the realization of national economic 

policy in regard to the movement of goods by water 

on the Great Lakes waterway system, particularly in 

its effect on the economy of Manitoba and that of 

the other prairie provinces. 

MR, MAURO: Chapter II, Mr. Chairman, 

Obligations and Limitations, 

149, We would now direct the Commission's atten- 

tion to a consideration of Clause (b) of your terms 


of reference which reads as follows: 
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lee aol Trachtenberg, dir 
(Mauro ) 
Rib) The obligations and limitations imposed 

upon railways by law for reasons of 

public policy, and what can and. should 

be done to ensure a more equitable 

distribution of any burden which 

may be found to result therefrom," 
Eo. The need for a detailed review of these 
obligations and limitations and of the measures re- 
quired to ensure a more equitable distribution of 
the resulting burdens is underlined by the fact that 
Canadian railways are rapidly reaching the point, if 
in fact they have not already reached it, where they 
are not obtaining any increased revenues from in- 
creases in freight rates and must now consider 
obtaining an improvement in their revenue position 
through reductions in costs rather than through 
increases in freight rates. The very poor pros-— 
pects facing Canadian railways in obtainig additional 
revenues through increases in the freight rates were 
indicated in the following testimony by the President 
of the Canadian National Railways before the House 
of Commons Sessional Committee on Railways, Air Lines 
and Shipping on March 29, 1960, 

"Mr, Donald Gordon: ... As I 

have stated in the annual report the 

increase in our freight revenues was 

largely the result of the freight 

rate increase authorized by the board 


of transport commissioners in December 
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1 (Mauro ) 

2 1958. The effective yield of freight 
3 rate increases 1s rapidly diminishing, 
4 and any further increases will more 

5 and more be offset by the competitive 

6 rate reductions which we must institute 
7 | to retain high-rated traffic," 


8 (House of Commons, Sessional Committee on Railways, 
9 Air Lines and Shipping Minutes of Proceedings and 


10| Evidence, No. 1, Tuesday, March 29, 1960, page 24, ) 


11 "Mr. Chevrier: In that respect what is 

12 the prospect for the future? 

13 Mr. Gordon: The prospect of getting more 
14 money? 

15 Mr. Chevrier: Yes. 

16 Mr. Gordon: I would say it is very poor 
17 indeed, I think we have reached the 

18 point where any further attempt to 


increase freight rates will have the 
result of reducing our traffic, to the 
point where we are reducing the attrac- 
tiveness of the railways as a trans- 
portation tool and I think we have 
almost reached the point of diminish- 
ing returns. Of course, that is a 
generalization. We have pd CR SSPE sy 
reached the danger point." 

(House of Commons, Sessional Committee on Railways, 

Air Lines and Shipping Minutes of Proceedings and 


Evidence, No. 1, Tuesday, March 29, 1960, page 125.) 
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Q. What is the position of the province 
of Manitoba concerning this aspect of the Commisston's 
investigation? 

MR, STECHISHIN: 
el". We shall examine first the obligations and 
limitations imposed upon railways by law for reasons 
of public policy. 

152. The Commission is making a very intensive 
study of, and has received considerable evidence 

on, the burden which the railways allege is imposed 
upon them by the statutory grain rates, This ques- 


tionof statutory rates on export grain is being 


dealt with separately by other witnesses called 

on behalf of the provinces of Manitoba and Alberta. 
It is our intention here to discuss the limitations 
existing at present with respect to abandonment of 
services and abandonment of lines. Under the 
Railway Act, limitations respecting the curtailment 
or abandonment of services and the abandonment of 
lines are imposed upon the railways by Section 168 


of the Act which reads as follows; 


"168, The company may abandon 

the operation of any line of railway 
with the approval of the Board, and 

no company shall abandon the opera- 

tion of any line of railway without 
such approval. 1932 - 33 ¢c. AT; 

ae 


153... As is well known, in cases of application 
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2 by the railways for abandonment of services or lines, 
3 even though the railways may prove conclusively that 
+ the operations do result in deficits to the railways, 
5 the Board of Transport Commissioners may deny the 

6 application for abandonment on the basis of public 


7 convenience or necessity. Since the railways 


8 have but one major source of revenue, namely, revenue 
9 from rail freight operations, any deficit resulting 

10] from the operation of the railway must be made up 

11 from this profitable service of the railway company. 
12 In other words, the losses occasioned by any deficit 
13 operation become a burden on the freight shipper. It 


14] is our view that it is this type of "burden" and 


15 "limitation" that must be considered under Term 
16/ (b) of the Commission's terms of reference. 

7] 154, As indicated above, the prevailing 

18 concept governing rail management is that ieesee 


resulting from deficit operations are met by the 

revenues of profitable operations. The Canadian 

Pacific Railway and the Canadian National Railways 

now propose a material departure from this prevailing 

concept. In relation to the carriage of grain 

under statutory and related rates, they suggest as 

follows: 

Firstly: That the carriage of grainé under 
statutory and related rates( has resulted 
in a very large deficit porone railways. 


Secondly: That they cannot recoup these deficits 


from other freight traffic. 
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Thirdly: That the losses should not be met by 
increased charges to the farmers but 
should be subsidized by the federal 


4 


treasury. 


255), The province of Manitoba has stated pre- 
viously that the movement of export grain from 
Manitoba is in fact compensatory. Evidence on this 
phase of the inquiry will be submitted at a later 
date. What we now suggest is that logic demands 

a similar approach to all deficit operations of 

the railways. In short, those operations of the rail- 
ways which result in deficits should either be 
abandoned or if they are found to be in the national 
interest, the deficits incurred in their continuance 
should be met by subsidy from the national treasury. 
On the other hand, if the railways exercising their 
managerial discretion, wish to maintain a deficit 
service, not found to be in the national interest, 
then we suggest that the cost of providing the 
particular service should be removed from the 
Classification of Accounts in the fixing of freight 
rate levels, 

156. The province of Manitoba would direct your 
attention to those items which we submit are most 
burdensome to the freight shipper, namely, passenger 
and related services, commuter services and branch 
line operations. With regard to what can and should 


“” 


be done to ensure a more equitable distribution of 
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the burden imposed on the freight shipper by the 
deficits incurred in providing these services and 
operations, the province of Manitoba recommends as 
follows. 

Q. Firstly, would you deal with the deficits 
occasioned by providing passenger services Bnd related 

i apinasiaaisscs 

services? 

MR, STECHISHIN: 
wee With regard to passenger services we have 
been told that the railways will be making a sub- 
stantive submission to this Commission at a later 
date as to costs and revenues in providing these 
services. The province of Manitoba may have a 
further submission to make when this evidence has been 
placed before the Commission, At present, we would 
refer. the Commission to the recommendations with 
respect to passenger and related services as contained 
in the submission of the province of Manitoba at the 


regional hearing held in Winnipeg on February 8, 


1960. 

"Firstly: That the railways should continue 
to achieve efficiencies by the 
elimination of duplicate services 
and by whatever other means are 
available to them, 

"Secondly: As to the actual net losses resulting 


from trunk line passenger and related 
services, if such services are deemed 


to be in the national interest, then 
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these losses should be met from the 
federal treasury. These losses for all 
future purposes, and in particular for the 
purpose of setting freight rates, should 
be removed from the accounts of the 
railways. The 'national interest' can 
be determined by the Board of Transport 
Commissioners. . ." 
(Daily Transcript, Volume 29, February 8, 1960, 
page 4252, ) 
Qo Secondly, what position does the 
province take in regard to commuter services? 
MR, STECHISHIN: 
158. With respect to commuter services, the 
position of the province of Manitoba has been set 
forth as fellows in the submission by Premier Roblin 
to this Commission, 
"These losses represent a unique 
problem that must be approached with a 
view to a particular solution, In the 
United States. an attempt is being made 
by the municipalities and the railroads 
eoncerned to solve this problem on a 
cooperative basis. A similar approach 
is necessary, we believe, to a solution 
to the Canadian problem, This will 
require discussion between represen- 


wf 


tatives of the municipalities, pro- 


{ 


vinecial authorities and the railways. 


hu walt sinned me beet ‘ 
biting yeonay trterc sotived tes Bares 

pty ‘to witauodos vata co ven . 
s rie | Aalnnis tS | Aas Baca ont | Cantton ihe 
| Prognhard in trast otf ye sorctanee db oe 7 e 
| +... -moataadmmaal | mm 


j 4 «cael 2 yeawvist 3. sakes itsonnert 
old nao’ pudeseog fade vd broad ve 
‘pio. nae “9 eqmmop oe srvegent mL. eat entre | 
un 
| + AEST. aan yi 
i j ; 7 ey g. 

oHy ,foon ree 16 nibiiesinn 2 cJ, to@qanst ditty . par 
| b Be 
) top Aeed aon Hine ioe” yo sorkyeng, at te notateo, 
. 


gbidgeh relnest ee ae ait, Lactue pul att awolte 38 sar 


; PaaS alaid. os yy 


sipinw & Taosgege e@ados eaadt” coo . 
} i | 
a ivlw vatosouige o¢ dea Jsany mutdong ‘ ye " 
- 28 oc! Toljufoe salaok@iag & OF ade | J 

ehan yntod af sqoeedia we gerere Resial ; | 4 
| ahaor lien aig Sng esty begta trem, tty a] 


ian ane ae nig, oleae eview ay biserseanie ° 

5807 Ge Sathate tin ey wusdenogoog 

gOlinica 2 Gi orekiae ae CRSARd Oe, at 
a 


Eiitw atdt antdors scala ari nie odd ot on, 
“SSO Ges Cate mossuilivath STidperr 


Firstly: 


Secondly: 


thirdly: 


ANGUS, STONEHOUSE & co.LTo. Stechishin, Rutledge, 
TORONTO, ONTARIO Trachtenberg, dir 15755 


(Mauro ) 


The final deeision, of necessity, 


must rest on the particular facts in 


each instance, both regional and.fiscal. 
The losses on commuter services should 
be not a burden on the general freight 
shipper nor on the federal treasury. 

As in the case of general passenger 
services, the ideal situation would 

be one wherein commuter services 

would yield sufficient revenue to 

meet the fully distributed costs 

of providing that service, but on 

the assumption that the railways are 
unable to impose the necessary level 

of rates, we suggest to the Commission 
that it recommend as follows: 
Unprofitable commuter services should 
either be abandoned upon application by 
the railways to the Board of Transportation 
Commissioners, or 

Net losses on such services -~ which we 
define as revenue being less than out of 
pocket costs for each particular ser- 
vice -- should be underwritten by the 
municipalities affected, and 

That in future the Uniform Classification 
of Accounts be varied so as to exclude 
commuter service net losses for freight 


rate making purposes." 
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(Daily Transcript, Volume 29, February 8, 1960, 
pages 4252-3.) 
Q. And thirdly, Mr. Stechishin, the 
matter of branch line operations? 
MR. STECHISIN: 
159. The third matter of importance under 
clause (b) of the Commission's terms of reference 
is that of branch line operations, The views and 
recommendations of the Government of Manitoba were 
placed before the Commission in Premier Roblin's 
submission at the hearings in Winnipeg. 
"The problem confronting this Commission 
in regard to branch line operations is 
indeed a most difficult one, There 
ean be very little doubt that as a 
result of many operations maintained at 
present on branch lines, the railways are 
obliged to offer and to maintain services 
at less than their out of pocket costs 
with the resuiv that an additional burden 
is placed on the general freight shipper. 
This problem of branch line losses is 
not a new one, in fact, one can trace 
it almost to the inception of the 
transcontinental rail lines in 
Canada. Solution of the problem is 
particularly difficult because of the 
various interests involved. There 


can be no doubt, however, that the 
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burden resulting from these operations 


is particularly onerous on the shipper, 
Construction of these branch lines 
was a decision of management Sane ce 
present day costs of operating and 
maintaining them have to be borne by 
the freight shipper.”". .. 

(Daily Transcript, Volume 29, February 8, 1960, 

pages 42ah4-5, ) 
", . » There is in this problem of 
branch line operations a multiple inter- 
est. The railways are desirous of 
minimizing their losses occasioned 
by non-compensatory operations. 
Similarly the freight shipper, who in 
the ultimate analysis must bear the costs 
of any non-compensatory services, has a 
primary interest in seeing that various 
operations are in fact compensatory. 
From the purely financial viewpoint 
this approach would appear irrefutable 
but as we have already indicated the 
operation ¢ rail transportation facilities 
in Canada was not predicated solely from 
the viewpoint of railway profit. There 
is the broader aspect of public conven- 
ience and necessity. 
This Gommission is faced, therefore, with 


the dual interest of the railways and 
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shippers desiring more profitable and 
efficient operations on the one hand and 
the particular area served by the railways 
on the other hand, desiring to safeguard 
its economic development, It is our 
considered opinion that any solution must 
have regard to the interests of all 
parties, While such a solution will 
not be completely satisfactory to any” 
of the interested groups it is a com- 
promise in the best interests of all." 
(Daily Transcript, Volume 29, February 8, 1960, 


pages 4250-1.) 


160. With respect to branch line operations, 
Premier Roblin in his submission on behalf of the 
province of Manitoba, recommended establishment of a 
"Branch Line Trackage Maintenance Fund", the operation 
of which he envisaged as follows: 
"Our proposed scheme, which we have 
entitled 'Branch Line Trackage Maintenance 
Fund! would be established and opmrated 
in a manner similar to the present East- 
West Bridge Subsidy Scheme, The Fund 
would be operated by the Board a 
Transport Commissioners, The eetiee 
would apply in the usual manner for 
abandonment of branch lines and would 


submit relevant cost data. The Board 
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would determine whether or not the particular 
branch line operation was in fact in the 
public interest. I emphasize that point, 
If the Board's decision was negative, the 
abandonment of the line would be ordered, 

| If the Board's decision was in the affirma- 
tive, the losses experienced would be segre- 
gated from the general revenue statement of 
the railway and the Board would reimburse 
the railway annually in an amount equal 
to the cost of maintaining the trackage of 
the branch line so determined to have 
been in the public interest. The railway 
would be required to re-apply each year, 
thus allowing a proper check on its main- 
tenance expenditures and also permitting 
the Board to determine whether the opera- 
tion was still in the national interest. 
Annual application by the railways to the 
Board would also permit interested parties | 
to inquire as to the continued efficiency 
of the particular operation. The amounts 
so received by the railway from the 
Branch Line Trackage Maintenance Fund 
would be applied, as in the case of the 
present Bridge Subsidy, to a reduction in 
the relative level of freight rates, 

"Now, 1 would like to expand slightly 
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proposal the railways would, as they do now, 
compare the revenue and expenses of each 
branch line on their system, Wherever . 
they come to the conelusion that a par- 
ticular branch line was returning insuf- 
ficient revenue to cover the cost of 
operation they would apply to the Board 

of Transport Commissioners for permission 


to abandon that line, 


"The Board of Transport Commissioners 
would examine the railways!’ cost and revenue 
figures to satisfy itself that the operation 
was in fact unprofitable. If it was found 
to be so, the Board of Transport Commis- 


sioners would then determime whether it was 


necessary or desirable in the public interest 
to maintain the operation, and I suggest that 
in many instances they would decide that 
it is in the public interest to maintain that 
operation, If the Board then coneluded 


that the line did not serve the public 


interest it would authorize the abandonment. 
If on the other hand the Board found the 
operation did serve the public interest 
despite the established losses, it would 
order an annual payment from the public 
treasury in an amount equal to the cost 

of maintaining the 'Trackage' of the 


branch line under investigation. The 
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term 'Trackage' is used here in the same 
context a that in Seetion 468 of the 
Railway Act. 

"The money received by the railways 
from the Branch Line Maintenance Fund is to 
be applied to a reduction in the level of 
non-competitive rates applying between all 
stations in Canada in the same manner as that 
presently in force under the $20 million 
subsidy. 

"I would point out that the payments from 
this fund would not be applied as a direct 
subsidy to the railways but would be 
applied to a reduction in the relative level 
of the rates on the class and non-competi- 
tive commodity traffic, the so-called tentive 
tractlic, The bemefit of this assistance 
would be received by the shippers in the 
form of a direct reduction in their total 
freight bill. 

"Under Section 468 of the Railway Act 
a maximum amount of $7 million annually has 
been provided as the fund which will be 
dispersed by the Board to the railways for 
the annual cost of maintaining the trackage 
between Sudbury and Fort William in the 
case of the Canadian Pacific and between 
Capreol and Fort William and between 


Cochrane and Armstrong and the Canadian 
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Ps National transcontinental lines. We are 

3 advised that this sum of $7 million was 

4 arrived at as a reasonable estimate of the 

5 maintenance cost of this trackage at the 

6 time of the Turgeon Royal Commission's 

7 recommendations on this matter in 1951. 

8 We are of the view that a similar estimate 


should be made in the present case to 
establish the maximum annual payment by 

the federal treasury into the Branch Line 
Trackage Maintenance Fund. Unfortunately 
we do not have the relevant information that 
would enable us to make the estimate. 

This lack of information underlines the 
importance of having available adequate 

data LA branch line “trackage and maintenance 
costs, However, when a reasonable estimate 
of branch line trackage annual maintenance 


costs has been determined, the -maxinum 


amount of the federal government 'g annual 


‘contribution to a fundgeould be stipulated in 
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pages 4ash_7) 


ca 3 sins sibs #0 , 
sin-at egange?t £24930 Foon wo | ees 
eho feadvun) [ayer heepiyT old 10 ants 
ebRtL ech aes re ote) no! scott shreamagee | 
S4etheed estonia & Jedd wely weld 20! exa-el U I> 


‘ot bees dvenetiq sd? ot than ad phyeasey _ 
TO Jgesorvag [even tual Ome febi¢udes: mae 1 
Milt dieevs ord aint exicasenal larebsy eae ae a pet 
| ysesanadrota «= tei sh anstekeM egewepey a " 
| duet neKIerroler suRvelor ete eved fee on oy A - 
«atemitue say sian oF ay Slides Bivow | a 

S88 (gant fs oft, bk acetate ‘to dead ald’ | ; a 
Stipe sidniiave gnived Jo seuedeees ©: in . 
Sonate tiles hoe spice? ene defend no stab 
Sfamisvsn efdarnorser 6 rete nodal evaes f | 4 


MONGNS ITLL LenS Syulgess eHks doled Bo 


—————— 


foto ss a bentorvereb need ead edgop . . 

Emu @' Mp urge fonoke’ eid ho fue. 

4 : bwteguyse “ti rah ceasl a ad ne ttudtatens 
| sotaiateet olthotioge ore : 


Ode. .) yuirdet 08 Oho girouaaet eta 


ANGUS, STONEHOUSE & CO. LTD. Stechishin, Rutledge, 15763 
esau ree Trachtenberg, dir. 
(Mauro ) 


Have you received any additional data 
Since the regional hearings in Winnipeg in February 
which would permit a more detailed proposal? 

MR, STECHISHIN: To date we have not 
received any additional data that would permit us 
to make a specific detailed proposal as to the 
amount of the maximum annual payment by the federal 
government into the Branch Line Trackage Maintenance 
Fund. We shall estimate therefore the amount of the 
annual payment on the basis of certain assumed figures, 
While these figures may require modification, we are 
of the wiew that the principle underlying our 
calculation is sound. We suggest that the Commission 
and your research staff, in cooperation with the 
railwaysy could adjust these figures on the basis 
of more accurate data, 
162. As to the basis for establishing the 
magnitude of the fund, this will not prove to be a 
major problem, There is, as the Commission is aware, 
already provision in Section 468 of the Railway Act for 
establishment of a fund to méet the annual cost of 
maintaining the line in what has become known as the 
east-west bridge. Section 468 was enacted in accord 
with the recommendation in the report of the Turgeon 
Royal Commission for assistance from the federal 
government to the railways, to meet the cost of 
RS radadadey the main line trackage which constitutes 
the east-west link or "bridge ", It will be 
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mileage of the yardstick railway, the Canadian Pacific, 
and then to determine the branch line mileage of the 
Canadian National on the same basis so as to have 
equitable treatment between the two railways, The 
annual amount required in the Fund would then be 
determined as follows: the total branch line trackage 
for both railways deemed to be non-compensatory would 
be ascertained and a aie akea sum per mile for 
trackage maintenance would be established. In its 
Memorandum in Respect of "Results of Cost Study" on 
grain traffic moving at statutory and related rates 
submitted to this Commission, the Canadian Pacific 
Railway stated that the annual total cost of 
maintenance, including the cost of money, per mile 
of track in 1958 was $2650. (Daily Transcript, Vol. 
18, December 15, 1959, page 2617). Since the total 
cost per mile of track for maintenance alone would 
be somewhat less, we would estimate the cost of 
maintenance per mile of track for branch lines at 
approximately $2500. The maximum annual amount of 
the Branch Line Trackage Maintenance Fund could be 
determined then on the basis of our estimate of the 
cost of maintenance per mile of track of approximately 
$2500 multiplied by the mileage of non-compensatory 
branch line trackage, 

Qe How would the fund be operated or 
administered? 

MR, STECHISHIN: 


1634 The Fund would be operated and administered 
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by the Board of Transport Commissioners and payments 
from the Fund to the railways would be applied, as 
in the case of the $20,000,000 federal freight rates 
subsidy under the Freight Rates Reduction Act to 
a reduction in the relative level of the ¢lass and 
non-competitive commodity freight rates, The 
railways would submit accounts to the Board of 
Transport Commissioners as they are required to do in 
connection with the $20,000,000 freight rate subsidy 
scheme and would be reimbursed from the Fund by the 
Board, 

THE CHAIRMAN: Have you any idea what the 
size of the Fund would be? 

MR, STECHISHIN: I think we follow that 
up right now, Mr. Chairman, 
164, The Province of Manitoba is of the view 
that the Fund should be established for a reasonable 
period of time, say a period of ten years, at Ge end 
of which time the amount of the annual contribution 
by the federal government to the Fund would be re- 
assessed and the size of the Fund would be reduced 
by an amount equal to the mileage abandoned between 
1960 and 1970, For example, if this Commission 
were to determine that® the non-compensatory branch 
lines in Canada total 3,000 miles and that the cost 
of maintenance were 2,500 per mile of track, the 
Commission would recommend that the Fund be 


established at $7,500,000. 


That is 3,000 miles times 2500 per mile of 
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track, This would be the sum that the federal 
treasury would place at the disposal of the Board of 
Transport Gommissioners, and in the initial period 

it would be this sum that would be used to reduce the 
present rates on class and non-competitive commodity 
rates. The railways have advised that no new branch 
lines are constructed without first obtaining 

traffic guarantees from prospective users and 
assessing the situation to satisfy themselves that 


the branch lines in fact will be compensatory There 
hi 


is, likelihood, therefore, that the non-compensatory 


4 
ieee hd 


branch line mileage determined by this Commission 
would inerease, except in the case of changing 
traffic patterns, Similarly, the envisoned plan 
would not perpetuate an uneconomic situation since 
it would be re-assessed at the end of the initial 
ten year period. 

Q. The next matter we would now direct 
to the Commission's attention is that of clause (c) 
of the Terms of Reference which requires the 
Commission to consider and report upon: 

"(c) the possibilities of achieving 

more economical and efficient railway 

transportation." 
168, At the regional hearings in Winnipeg on 
February 8, 1960, the Premier of Manitoba, in 
presenting the submission of the province under the 


heading stated as follows: 
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"2 - It is not the purpose of the 
government of Manitoba critically to 
direct the railways as to how they should 
operate their systems, Our intention 
rather is to suggest that the existing 
situation should be analysed constructively, 
to see whether in fact the direction which 

aes is being followed by the railways might 
be varied or improved with a view to 
achieving a higher degree of efficiency." 
(Daily transcript, Vol. 29, February 
8, 1960, page 4262,). 

LOT 4 The Premier went on to state that the 

province of Manitoba was particularly interested in 

this matter since the freight shipper had been 
required to pay for the very large expenditures made 
by the railways in recent years for plant 
modernization. Reference was made to the material 
submitted to the Governor-in-Council by the eight 
provinces in their appeal of May, 1953. At that 
time the provinces referred to the very heavy 

outlays by the railways in recent years for 

maintenance of way, equipment, etc, which the railways 

alleged were required for improvement and Rateeaiaat on 
of their plant. These expenditures to and since 

1953 total as follows in millions of dollars: 

1946 = 19h8 1953 1951 1955 

$254,777 $326,178 $420,766 $376,219 $383.926 
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2; 1956 1957 1958 
3 $430,286 $417,786 $404 545 
4 
The aggregate of these expenditures for 

. the period 1953 to 1958 amounted to $2,433,530, 000. 
: 168, The province of Manitoba feels that it is 
d most important that expenditures totalling $2,433,530,0 
: over a six year period require close analysis Since, 
] as previously stated, under the present "requirements 
- fomula" it is the freight shipper who must bear the 
“i burden of these expenditures, 
169. Since the Premier's submission was 
preserited in February, 1960, we had expected to receive 
= from the railways material dealing with this important 
- matter, To date there has been no such submission 
ig by the railways. The province of Manitoba felt that 
vf it would be remiss in its duty if we did not assist 
18 


the Commission to the best of our abilities by 
attempting an analysis of the available statistics. 

I would like Mr, Stechishin to put on 
record his analysis and the analysis of his 
associates of all of the available statistics. 

MR, STECHISHIN: 

79. One of the major difficulties, particularly 
in Canada, is to determine appropriate indices. We 
have used in this context those generally adopted 

in measuring the efficiency of Class I railroads 

in the United States, Volume II contains a number of 


tables which show a year by year compilation for the 
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ten year period 1949 - 1958 of the indices we have 
selected. 
MR. MAURO: This is in Volume II, Mr. 
Chairman, It is headed "Dominion Bureau of Statistics 
Data or Calculations Based thereon" and there are 
seven pages which I would ask be marked as Exhibit 
No. 153-K. 
~--EXHIBIT NO, 153-K: Diagram II-7 "Dominion Bureau 
of Statistics Data or Calculations Based Thereon", 
MR, STECHISHIN: The statistics in Exhibit 


153-K are taken from rail transport statistics 


published by the Dominion Bureau of Statistics 


in a number of volumes, What we have done here 
is shown each of the last ten years, that is, 1949 
to 1958 inclusive, and then in the righthand colums 
we have the 1949-53 average and the 1954-58 average 
to see if we could determine whether or not there 
was any significany upward or downward change in each 
of these statistics, Most of these are taken 
directly from the text, the DBS, and some of the 
figures here, however, are calculations based on 
previously selected figures, In other words, we 
may have taken one and divided one by the other 
to arrive at a third figure. I will try to refer 
to those made by us as opposed to those issued by 
DBS where it arises. 

Q. You have included in Table 13 a 
summary of the seven pages that are in Exhibit 153-K? 


MR, STECHISHIN: That is right. 
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The following is a summary of these tables, For 
the purpose of this discussion we have selected for 
comparison the years 1949 and 1958, the first and 
last years of the ten-year period in question. 

The First table, No, 13, deals with 
railway plant and selected statistics, Under "Miles 
of Track" we have taken the first main track from 
DBS, yard track and sidings also from DBS, and the 
total of all tracks direct from DBS. The two do 
not add up to the third because in addition to 
these figures shown here there is privately owned 
track and double track, 

The second phase is rolling stock which 
is the railway cars and locomotives owned by the 
railways, Here we have made a comparison of the 
freight cars in service, the freight car capacity, 
also from DBS, passenger cars in service and 
locomotives in service. The third part of Table 
13 deals with the employees and they are divided here 
into the four major categories under "operating" 
as shown by DBS , which is the general employees, 
the employees in way and structures, the employees 
in equipment and maintenance, and the employees in 
transportation. This shows the total number of 
employees in each of the categories in 1949 and 1958. 

COMMISSIONER BALCH: What would "general" 
be? 

MR, MAURO: That is staff and clerical. 


MR. STECHISHIN: Executive offices and 
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assistants, and then professional, sub-professional 
and so on. 

MR, MAURO: We were noticing that they 
have had a reduction in everything but the general 


office staff, and I was hoping Mr. Sinclair would 


be here, 


COMMISSIONER BALCH: 


gone up further too, 


MR, STECHISHIN: 


TABLE 13 


Railway Plant, Selected Statistics 


1949 1958 

Miles of Track Oe at 
1. First Main track 42,978 44125 
2. Yard track and Sidings 10,437 11,534 
3. Total all tracks 57,834 59,319 
Rolling Stock 
1. Freight Cars inyf-—. 

Service “a 177,614 196,893 
2. Freight Car Capacity 

(Tons ) 8,052,188 9,998,276 
3. Passenger Cars in 

Service 6,224 5,133 
4, Locomotive in service 4,627 4 823 
Employees 
1. General (28,635 32, 346 
2. Way and Structures 39,521 37, 0190 
3. Equipment 47,192 39,313 
4, Transportation il 52, 15° 


Since 1958 they have 
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5. Total o piys,iie” 160,879 = 7A 


Totao Investment (,000)$3,702, 768 $5,981,972 £61.6 


Des 5, Table 13 indicates that in terms of track 
miles, railway plant has experienced only a modest 
overall increase (2.7 per cent) although a 
substantial increase (10.6 per cent) occurred in yard 
and siding track mileage. With respect to rolling 
stock, it is noted that while thenumber of freight 
cars in service has increased by 11 per A ee 
total capacity of these cars has increased by 24 
per cent, The decline in number of passenger cars 
would seem to reflect the decline in passenger traffic. 
The substantial increase, (21 per cent), in the 
number of employees in the general category (executives, 
clerks and stenographers) which is contrary to the 
trend ig..all other categories would appear to 
reflect the tendency experienced by most industries 
in Canada during this period, The increase of 61.6 
per cent in investment is greater than the increase 
in any other index shown for the ten year period, 
COMMISSIONER ANSCOMB: I don't understand 
this "general" which Mr, Baleh asked you about. Do 
you mean to tell me that includes these non-operators 
who are now asking for --- 
MR, STECHISHIN: No. It is the head office 
staff primarily. 
COMMISSIONER ANSCOMB: They are not in 


these figures at all? 
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1 
2 MR, MAURO: No. 
3 THE CHAIRMAN: They would be in way and 
4 structures, 
5 COMMISSIONER ANSCOMB: But you-have only 
6 got a total of 160,000 and there are supposed to 
7 be 130,000 of the non-operators, 
8 COMMISSIONER BALCH: Well, the non-ops 
9 would include the shop staffs and car departments. 
10 MR, MAURO: They would be reflected in 
11 every one of these categories -- some of the none- 
12 operating members of the union would be in way and 
13 structures and equipment, 
14 COMMISSIONER ANSCOMB: Well, the whole of 
15 the non-operating staff is in that total of 160,879. 
16 MR. MAURO: Yes. 
17 COMMISSIONER ANSCOMB: The whole of the 
18 non-operating staff? 
19 MR, STECHISHIN: That is right, yes. 
20 

TABLE 14 
21 


Selected Operating Statistics 


1949 1958 


1. Revenue Tons Carries 
(,000) 162,292 174,200 £ 7.3 


2. Revenue tons miles 
(, 000) 56,338,231 66,356,829 17.8 


3. Revenue Passenger 
Miles (,000) 3,193,174 2,485,861 -22.2 


4, Revenue Freight 
Carloads 5,980,513 5,584,013 - 6,6 
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5. Loaded Car Miles 
4000 ) 2,076,081 2,127,078 - 2.5 


6, Empty car Miles 
(, 000) 934,222 1,128,340 20.8 


7. Total car miles . : 
(, 000) 31975776 3,328,742 4 7.1 


8, Road Locomotive 
Miles (Freight ) 89,005,127 71,970,306 -19.1 


9. Switching Locomotive 
Miles (Freight ) 35,619,741 32,765,775 - 8.0 


10.Freight Train Miles 81,648,053 68,655,553 -16.0 
11.Passenger Train 

Miles 45,680,009 40,545,723 -11.2 
172 Table 14 indicates that the revenue tons 
carried increased during the period by 7.3 per cent, 
Revenue ton miles shows a greater increase at 18 
per cent, Revenue passenger miles shows a substantial 
decline of 22 per cent, The number of carloads has 
declined slightly despite the increase in tonnage. 
While loaded car miles only increased slightly, a 
substantial increase (21 per cent) was experienced 
in empty car miles, Locomotive miles, oth road 
and switching, showed decreases as did freight train 
milés and passenger train miles, 

MR.MAURO Q: Can you tell us at that 
point why these ety Sas miles increased 21 per cent 
in that period? 

MR, STECHISHIN: I can only guess, I 
think the railways could probably answer it. My guess 
would be that there is a tendency today towards 


specialized rail equipment which has almost a 100 
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per cent empty car movement, and that would certainly 
increase the empty car mileage, 
MR,.. MAURO; I notice there is mention’of 
that made in the number of the .submissions you will 
be receiving, Mr. Chairman -- this new demand for 
specialized hopper cars and automobile cars, 
COMMISSIONER BALCH: Yes, and transport cars, 
MR, MAURO: They almost necessarily come 
back empty. | 
MR, STECHISHIN s: 
173% We now turn to consideration of the changes 
in relationships of certain of the above basic 
statistics, Some of these relationships are found 
in published statistics while others are calculations 
Which we have made, All published statistics are 
those reported by the Dominion Bureau of Statistics 
for all ealiways in Canada, 
MR. MAURO Qs: All of the foregoing 
statistics up this point are DBS statistics, are they? 
MR, STECHISHIN : Except the revenue freight 
carloads, There is no record in DBS of the actual 
number of carloads handled by the railways. They 
have carloads originated, but there is no record 
kept of the carloads received from U.S. connections 
as spread from interchange between Canadian roads. 
So, we had to estimate the total number of freight 
carloads handled by the railways. This was done 
by dividing the revenue ton miles by the loaded car 


miles to get the average load per car and dividing 
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that figure into the total number of tons handled to 
get the number of carloads, 

COMMISSIONER MANN: When you do that, 
your revenue ton miles include interchanges from 
the United States as well? 

MR, STECHISHIN: Yes, and so woutd your 
car miles, 

COMMISSIONER MANN; Those are input figures 
in that formula which you used? 

MR, STECHISHIN: Yes. 

COMMISSIONER MANN: Well, are you not 
loading the figures --- 

MR, STECHISHIN: Well, certainly, carloads 
oon the United States are handled by the Canadian 
railways, I think they should be included, | 

COMMISSIONER MANN: Well, I thought you 
said earlier you could not use them because they had 
America me 


MR, STECHISHIN: No, they had them by tons 


only. 


--~Short recess, 


ee CT TN 


¢goy KtvOw co She (eet AMEEROOME at i 


pteEry. 6 te 


Ux hel 


abeol i> tees (40%% 


Fads Bi bss} ti 


ad 


Sa “ead ef) 


rs ¢ 
. OSeissf 


{code 


Lense et 


os 


ea nach | |) ULAR soe resmene 


ts 


y 


— adgoedesote@t Sul eai cpt at 


tree Tee eM ERED ae 


rng romuaas remo ree renes0 +1 a oy” 
caed Sai? ope sen hives pow colinsis mae 


--~ nwoltemA | 
ee en 


wep 


vbean veg deneie taene?! 
et MOSES All 


aoe “eonsige? nt nanan 
elt) SC ROERD «Fat a Me } 
bs orm wm pabade Hotuey ent wort) 


ne pars 4 


.eae0es teOReae | 
itn tn 


ANGUS, STONEHOUSE & CO. LTD. Stechishin, Rutledge, se Wie Ad 
TORONTO, ONTARIO Trachtenberg, dir 
(Mauro ) 


THE CHAIRMAN: Order, please, 
MR. MAURO: Q. You were at page 83, 
Table 15, Mr. Stechishin, Would you carry m? 
MR, STECHISHIN: 
Table 15 


Per Mile of Road 


Per Cent 
1949 1949 — Change — 
1. Locomotive Miles 4,119 S001 - 25,1 
2. Revenue Tons Origin- 
ated 32300. ° 3,397 + 2.0 


2. Revenue Ton Miles 1,314,379 1,469,050 +11.8 


4, Total Employees 2,993 2,712 - 9,4 
5. Employee Hours, : 

Way and Structures 1,695 1,306 - 22.9 
6, Investment. $64,024 $101,151 + 58.0 


Table 15 contains statistics based on per 


mile of road. It is of interest to note that loco- 


motive miles per Pal ce road decreased pyres per 
cent while the number of revenue tons shows a 
slight increase and ton miles increased by 12 per 
cent, The total number of employees per mile of 
road has been reduced by almost 10 per cent but 
the working time of employees on way and structures 
has been reduced significantly by 23 per cent. 
Investment per mile of road shows an increase of 
58 per cent, 

3 Table 16 is statistics for per freight 


train, 
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Table 16 
Pr... Freight oTrain 
% 
1949 1958 Change 

1. Loaded Freight ; 

cars 25.43 30.98 ¢ 21.8 
2. Empty Freight 

Cars 11.44 16.43 + 43,6 
3. Total Freight 

Cars a7 oO 48 42 + 27.9 
4, Revenue Tons 690 967 +40.1 


Les) This table indicates that for every one 
per cent increase in the number of loaded cars per 
freight train there was an increase of 2 per cent 
in the number of empty freight cars. Expressed 
in different terms, for every 53 additional loaded 
cars the railways are hauling five empty freight 
cars per train. The revenue tons per freight 
train have shown a substantial increase of 40 per 


cent during the period. 
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Table 17 


Per Unit of Rolling Stock 


vA 
1ghg 1958 - Change 
1. Loaded Tons Per 
Car Mile 29.65 32.35 ioe 
2. Annual Tons per 
Gar SWE Wer ee! 884.74 =i ee 
3. Ton Miles per Car 317.195 337.020 + 6.3 
4, Annual Loads 
Per Car 33.67 28.36 —~15.8 
5, Days per Car Load 
(Turn Around Time) 10.84 12.87 + 18.7 
6. Car Miles Per Car 
Day (Loaded and 
Empty ) 47.97 48.32 - 3.4 
7. Locomotive Switch- 
ing Miles per 
Carload 5.96 5 OT ~ 1.5 
8, Tractive Power 
Per Locomotive 
(Pounds ) 41,923 52,095 + 24,3 
9. Ton Miles per oy 
Locomotive 12,175,973 © 13,758,413 .+13.0 
10. Ton Miles per Lb. of 
Tractive Power 290.43 . 264.10 ~~ #9.1 
11. Train Miles Per 
Locomotive Day 75.39 62.03 -17.7 
slg ce Table 17 indicates that the number of tons 


per car mile has increased by nearly 10 per cent 
but that the total tons per year per car in service 
has declined by 3.2 per cent; however, the annual 
ton miles per car does show a small increase. 

The reduction in annual tons per car can be 
attributed to the increase in the turn around 


time, The average turn around time, which is the 
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time from one load to the next load, has increased 
by two full days during the ten-year period resulting 
in a reduction of 16 per cent in the annual loads 
per car. The average freight car only travelled 48 
miles per day in 1949 and in 1958 this had been 
reduced to some 46 miles per day. Miles of switching 
per carload has not shown a significant change during 
the period. 
“a Aes The tractive power per locomotive has 
increased by 24 per cent but the Annee ton miles per 
locomotive has only increased by 13 per cent... A com- 
bination of these two statistics reveals that the 
ton miles per pound of tractive power has declined by 
9 per cent. The substantial increase in tractive 
power without a corresponding increase in total ton 
miles offered, or a reduction in the number of loco- 
motives in service could only result in an increase in 
the unused capacity of each locomotive. This is 
indicated by the decline of 18 per cent in the number 
of train miles per locomotive day. 

Utilization of Rolling Stock and Employees, 
7S. Calculations have been made to compare 
the effective utilization of locomotives, freight cars 
and employees in terms of revenue tons carried and 


ton miles. These calculations follow: 
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2 Table 18 

3 Ce 

: 1949 1958 Change\: [2 

5 1. Tons Per Car 913.7 884 .7 -3.2 

6 2. Tons Per 

2 Locomotive 355075 35,704 Se Pe) 

: 3. Tons Per Employee 937 1,683 +15.6 

; 4, Ton Miles Per Car 317,195 337,020 + 6.3 
5. Ton Miles Per 

10 Locomotive 12,175,973 13,758,413 +13.0 

11 6. Ton Miles Per 

7 Employee 356,187 428,361 +20.3 

13 This table shows the revenue tons per car 

14 -- it doesn't say revenue tons per car on the table, 

‘S It should probably be amended to say "revenue" -- 

16 it should be "revenue tons per car";"revenue tons 

17 per locomotive"; and so on, 

18 The revenue tons per car have declined from 


19 913.7 in 1949 to 884.7 in 1958. 


20 Q. That column in the left should be 
21 entitled "Revenue"? 

22 MR, STECHISHIN: It should be "Revenue 

23 tons". In each case, it is reveriue tons, and these 
24 are figures per year. i 

25 The tons per iaabaetavec has only increased 
26 by 1.8 per cents the tons per employee has increased 
27 by 15.6 per cent; the ton itentnet car has increased 
28 by 6.3 per cent; the ton miles per locomotive, by 

29 13 per cent; and the ton niies per employee, by 

30 20.3 per cent. | if 
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nyo. The following table has been prepared to 
demonstrate the extent to which the railways could 
reduce the number of cars in service if the cars 


were loaded one.ton heavier on the average, All 


calculations are based on 1958 data. 


Table 19 
1. Annual tonnage per car 885 
2. Number of cars required 
(Total tons, 174,200,000 - .. 
divided by 885) 196, 836 


3. Number of trips per car 
per year 28 


4, Therefore, at 1 ton more per trip 
annual load is 913 


5. Number of cars required 

(174,200,000 divided by 

913 ) 190,800 
6, Reduction in car inventory 6, 036 


7. At 5 tons more per trip, annual 
load is (885 = 149) 1,025 


8. Number of cars required 
(174,200,000 divided by 
1,025) 169,951 


9. Reduction in car inventory 26,885 


We started here with the first figure, 
taken from the previous table, of annual tonnage per 
car; 885. The number of cars required is the total 
-- 134,200,000 divided by 885 -- Table 13 on page 
80 -- shows that this is just about the same number: 
196,893 in actual service, 196,836 required to 
perform the service. , 


The number of trips per car per year is 


28. Therefore, if each car carries one more ton for 
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each trip it made, it would be an additional 28 tons 
per car; or 885 plus 28,918. 

The number of cars required at 913 tons per 
year would be 190,800, resulting in a reduction in 
car inventory of 6,036 cars, 

Now, if instead of taking one ton per car- 
load, they took five tons more, the annual load per 
car would then increase from 885 to 1,025 tons per 
car per year. 

On that basis, the number of cars required 
would be 169,951, or a reduction in the car inventory 
of 26,885 cars. 

THE CHAIRMAN: Are you suggesting that 
should cut down the number of cars? 

MR, STECHISHIN: Yes, if they loaded them 
more heavily. 

COMMISSIONER ANSCOMB: How are you going 
to do that in actual practice? 

Supposing I am going to ship a car at the 
minimum or maximum or whatever it is; I have an 
order from John Brown for so many cases of stuff, and 
I take the car -- how are you going to compel me 
to change it or increase it? 

MR, MAURO; I think the question Is very 
valid, Commissioner Anscomb, and later on under other 
related matters the province of Manitoba is suggesting 
such matters as incentive rates for heavier loads. 

COMMISSIONER MANN: Do you couple with that 


any changes in the classification of carload minimum 
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1 (Mauro ) 

2 rates? 

3 MR. STECHISHIN;: That is also dealt with 

4/ later on in the brief. 

5 MR, MAURO: It is completely bound up with 
6 it, Commissioner Mann, 

7 MR, STECHISHIN: 

8| 180. A further calculation has been made of the 


9 extent to which the railways could reduce the number 

10/ of cars in service if the average time between trips 

i1 were to be reduced from 13 to 12 days, or by one day. 
12 MR, MAURO: Q@. You have already calculated, 
13| Mr, Stechishin, from the DBS ee 


14| average trip was 30 days? 


15 MR, STECHISHIN: That is correct, and 
16 aif we reduce this to 12 -- there are two ways to in- 
17 crease car utilization: either load them heavily or 


18] have them make more trips per year. 

19 COMMISSIONER GOBEIL: I have been told that 
20/ in the United States if you have a heavier carload of 
21 60 tons, or 120,000 pounds, that you have a reduction 
22| of 20 per cent. Would you know if that is true? 


23 MR, STECHISHIN: Oh, I think that wald 


24 follow. We show here that --- 
25 COMMISSIONER GOBEIL; ‘Twenty per cent in 


26 the freight rate? 


ef MR, MAURO: Yes, that would be under the 
28 incentive rates. 

ce? MR, STECHISHIN: Oh, that would be under the 
20 incentive rates. It is not true in all cases, but 


‘as sae 


" 4 3gt 


eh. & ew aah a 


9 be eh - 
¢ sal Pree 


We 


ris twa bauou ae che’ 


$e3 or Gieut Heed tau seein. nestor hs 

Seats ad soopen Binds 8yeellar ede: Moteheso8 

HGte) atowtad jonts syhteve ons ™ sonnet. niqene! ; | 

- eb San «a ies eee Sh ea morc’ clio take ed of ona, qn 
,besaruoias yosbits Sved so 3 ‘DADAM 5 Ft” | chee 2 

dad ver, egitaliare ae ids mont iWtdetdoese cam 

| aya GE sae gia anew 

os ed ‘ait +R eeaTe . Ae 7 4 


<7 . 


ee 
e. 
= 
- 
’ 
2 


scl 62 6yfw ows srks oad | we Gf 69 ald soutet ow at 

| oo epi asd, Dees soditn wantives ite Tso ante i 
| 182), Ie werad eros ci at Ps even ~ 
tasty 6f03 nessa syne 7 - 1PS800 STMOLERINNOD ont 

‘7 bSulyeo Aotyssa f ove Boy TM ekease Bedlnt end nt 9 

Holtoubs 2 ovad Loy Jae Gebabeg BOG Ost 1 patos 00 

| | foayi ol ‘aad eh wom Gee Bigoy . tien 10g OS I 

| bt sow Jett sate? too "ESHA TiaTe LAM a 

--— fa weed wede «Wo .wollo? 7 

at Ins ish <Ioawt id oraaartaatiadel 


“fedex aaa Se 


er aed dd Pivow seta .0 * 


dui \yateme Ete at avstiba 15) 


ANGUS, SIOMENGEBE:S GO. LTP, Stechishin, Rutledge, 15785 
Trachtenberg, dir 
(Mauro ) 


there are a lot of cases where such rates are in existence. 

THE CHAIRMAN: You would fit this in with 
the boxcar situation of the pools? 

MR, MAURO: Well, it is hard to estimate it, 
Mr. Chairman, because there is no breakdown here of the 
classification of cars, Say, where you get into the 
specialized cars, you have a unique situation where it 
would have to be dealt with in a particular manner 
because we said there is only one-way movement; you 
are going to get a heavy empty return in your specialize 
cars, regardless of what you do, even taking into 
consie®ration peak load periods of grain movement. 
Something might be done to result ina better utiliza- 
tion of per unit on the rails. This is receiving a 
considerable amount of attention in the United States, 
I was very impressed with Professor Nelson's recent 
book, where he mentioned that while there was this 
great interest in motive power and speed, the average 
train Gea is not appreciably higher. They were 
not getting more trips per year. 


THE CHAIRMAN: This would mean about 15 per 


cent less cars? 

COMMISSIONER BALCH: In figuring out the 
cars, what about the foreign cars that are coming in? 
Would you consider the foreign cars that are coming 
in -- well, the foreign cars coming into this country 
are the foreign cars that are loaded -- is that include 
in that, or just Canadian National and Canadian 
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Pacific cars? 
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MR, STECHISHIN: That is t 


additional carload in our calculation 


ledge, 15786 
ir 


reated.as an 


8, Commissioner 


Balch, because there was no way of separating foreign 


ears from domestic cars in that manne 
still a carload; and in many cases ev 
car coming into Canada, the minimum w 
that car might be determined by the C 
of the goods, and usually is, as a ma 
This does point up the fac 
United States their waybill analysis 
to commodities, as well as the type o 
in each different type of car, their 
much more comprehensive and the quest 
could have been asked if we had the A 


of information on Canadian traffic. 
Table 20 


Ls Tons per car per —— 
ae Tons carried per trip 
3% Annual trips at 13 days per trip 
4 Annual trips at 12 days per trip 


Br Tons per car per year at 30.5 
trips 


6, Number of cars required 
(174,200,000 divided by 
964 ) 


a Reduction in car inventory 


Pr, and sit is 

en a foreign 

eight going into 
anadian receiver 
tter of faet. 

t that in the 

shows in relation 

f cars and weights 
statistics are 

ions asked here 


merican sources 


885 
21.6 
28 


30.5 


964 


180,05 


16,192 


Table 20 shows the annual tonnage per car 


at 885 and the tons carried per trip 


Veuelee. That 


is. 13 trips, 885 tons for the total of the year was 
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Z 31.6 tons per trip. The annual trips at 13 days per 
3 trip is 28. If we cut that 13 days down to 12 days 

2 per trip it would increase the number ef sips per 

5 year to 30.5 instead of 28. The tons per car per 

6 year -- this is without increasing the load -- at 

7 30.5 trips would be 964 tons, as opposed to 885, 

8 The number of cars required would be reduced or would 
9 be calculated at 180,705. Subtracting that 180,705 

10 from the actual number of cars required, you get the 

11 196,000. The reduction in car inventory flowing 

12 from a reduction in the number of days er trip from 

13 13 to 12 would be 16,131 cars saved by just cutting 


14 one day off the round trip. 


15 THE CHAIRMAN: There is some relationship 

16 between this table and merger? 

17 MR. STECHISHIN: Yes, we will deal with that 

18 later on. 

19 COMMISSIONER ANSCOMB: What is this 174,200,000 
a0 MR, STECHISHIN: That is the total number of 

21 tons that were handled by the Canadian railways. That 

22 appears on Table 14 -= Revenue tons carried; the first 


23 line, 174,200,000. 


MR, MAURO: Carry on, Mr. Stechishin. 

MR. STECHISHIN: 
18). This large reduction in the number of cars 
required can be appreciated when it is realized that 
the average daily running time per freight car is 
only 2 hours and 20 minutes. The fpllowing table 
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i 
has been prepared to show the disposition ¢@ car time. 
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1 (Mauro ) 
2 Table 21 
3 Disposition of Car Time 
I 
4 1949 1958 - Change 
5 1. Loaded car miles . 
per car 11,689 10, 803 -7.6 
6 
2. Loaded Running 
7 Hours per car 
(Car Miles / Train 
8 Speed ) N.A. 553.43 Zoe 
9 3. Loaded Running 
Car Days per 
10 Car N.A. 23,060 =e 
11 4, Empty Car Miles 
Per Car 5,260 Saw fo0 0 
12 
5. Empty Running 
13 Hours Per Car 
(Car Miles / 
14 Train Speed ) N.A. 293.60 Se 
15 6. Empty Running 
Days Per Car N.A. 12,233 --- 
16 
7. Days in Terminals 
17 (Balance of time) N.A. 329,707 --- 
Per Cent Distri- 
bution of Time 
8. Per Cent Loaded 
Running N.A. 6.3% --- 
9. Per Cent 
Empty Running N.A. 3.4% Payee 
10. Per Cent in 
Terminals NA. 90.3% --- 
100.0% 


Table 21 shows that the per cent of loaded 
running time is 6.3 and if you divide that into 24 
you will have the figure we have just given. Per 
cent empty running, 3.4 per cent, and per cent in 
terminals, 90.3 per cent, That is the disposition 


of the railway cars.during the day. 
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MR. MAURO: The next item we wish to 
cover, Mr. Chairman, is that referring to the Canadian 
National - Canadian Pacific Act of 1933. 
182. In the province's ene before this 
Commission in February, 1960, dealing with this matter 
the following appears: 


W 


The province of Manitoba is also 
interested in what action has been mea 
by the railways under the provisions of 
the Canadian National - Canadian Pacific 
Act, 1933. The principal. objective of 
this legislation is to enable the rer 
through co-operative measures to effect 
economies, 

MR, MAURO: The objective of that Act, which 
appears in Chapter 33 of the Statutes of 
Canada, 1932-33, Mr. Chairman, is clearly 
set forth in Section 16 (1) where the 
section reads: 


'The National Company,...and the Pacific 


Gompany...are, for tle purposes of effecting 
economies and providing for more remunerative 
operation directed to attempt forthwith 

to agree and continuously to endeavour to 
agree, and they respectively are, for and 

on behalf as aforesaid, authorized to 

agree, upon such co-operative ERP SN EE 


plans and arrangements as are fair and 


reasonable and best adapted (with due 
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regard to the equitable distribution 

of burden and advantage as between them) 

to effect such purposes,! 

They are further directed that- whenever 
they do so agree they shall endeavour to 
provide through negotiations with 
representatives of the employees so 
affected as part of such measure, plan or 
arrangement, or otherwise, for fair and 
reasonable apportionment as between the 
employees of the Canadian National Railways 
and the Canadian Pacific Railways 
respectively of such employment. 

A. In 1949 during the Turgeon Commission 


hearings certain information on joint 


cooperative projects for the period 1933 
to 1949 was tabled; this information appears 
as Appendix A, at pages 224 to 227 of the 
report, We have requested both railways 


that they advise us as to what action has 


been taken since that date under the Act. 
The railways have advised that they are 
unable at this time to prepare the 

Rees Sn but that it would be 
forthcoming. At a later date when this 
information has been received we will have 
further comments to make on this particular 
matter, 


THE CHAIRMAN: I may say that the Commission 
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4 (Mauro ) 
5 has sought it too." (Daily Transcript, 
3 Vol. 29, February 8, 1960, pages 4267-8-9), 

183. Under date of November 10, 1959, the 
5 province of Manitoba requested the following information 
. "Statement i - 
4 Joint Co-Operative Projects in Effect 
: as of January 1, 1949. 
9 Statement 2 - 
10 Line Abandonment Projects Approved by 
" Board of Transport Commissioners but 
2 Not Effective, 
13 Statement 3 = 
14 Line Abandonment Projects Considered 
15 by Board of Transport Commissionens . 
16 but no Order Issued. 
7 Statement 4 - 
18 Line Abandonment Projects Recommended 
19 c.. by Joint Co-operative Committee but 
20 Disallowed by the Board of Transport 
21 Commissioners, 
22 Statement 5 - 

Projects Recommended but not 


Proceeded with, 

Statement 6 - 
Line Abandonment Project Study 
Co-operatively but Ultimately Proceeded 


with as Exclusive Projects. 
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y Statement 7 - 
: Line Abandonmen § Projects Recommended 
i but Subsequently Found to be 
: Inadvisable Because of Increasing 
, Industrial Development in the Territory. 
; Statement 8 - 
Projects Found to be Uneconomical, 
; Statement 9 = 
0 Projects on which Study was Interrupted 
* Owing to War Activities, 
a Statement 10 - 
ig Other projects which have Received Study}, 
14 I have been requested to obtain from you 
15 revised statements bringing the subject 
16 matter up to date, It would be appreciated 


if you could send the Commission no less 
than three copies of either additions to 
the above referred ten statements or 
reissues of these statements which ever is 
most convenient for you. 


This material is required in the 


presentation of the Manitoba case before 


the McTague Royal Commission," 


184, Under date November 23, 1959, the Canadian 
National Railways acknowledged receipt of our request 


and advised as follows: 


"Information concerning this 


matter raised by you is being prepared for 
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D presentation to the Royal Commission 

3 when it commences to deal with the general 
4 matters which are before it. We will be 

5 pleased to let you have that information 

6 just as soon as it is available." 

7 185. Under date November 27, 1959, the Canadian 
8 Pacific Railway advised as follows: 

9 "Preparation of the large amount of 
10 material which we have filed with the 

11 Commission regarding the statutory grain 
12 rates and information which we have 

13 supplied at the request of consultants 

14 employed by the grain trade and western 

15 provinces has made it impossible for us 

16 to deal with a number of matters regarding 
17 other apsects of the Commission's 

18 inguiry. Accordingly I have marked your 
19 letter up for consideration at a later 

20 date," 

1 186. Nothing further was received by the 

22 province of Manitoba touching upon this matter and 


23 under date of August 4, 1960 a further request was 


directed tothe railways referring to the earlier 
correspondence, 
LOT. By letter dated August 8, 1960, the 
Canadian Pacific Railway advised as follows: 
"As the transcript of the proceedings 
shows, I have informed the Commission that 


Canadian Pacific would include in its 
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D further substantive submissions reference 

3 to the Canadian National - Canadian Pacific 
4 Act of 1933. This material will be 

5 available when the Company f¥les its 

6 further data, as directed by the Commission, 
4 next month. 

8 I have also informed the Commission 

9 in accordance with my instructions that 

10 since 1950 there have been no projects 

1 completed under the Canadian National - 

12 Canadian Pacific Act of 1933. : However, 
13 the achievement of economies through co- 

14 operative measures outside the Act have 

15 been undertaken and completed. The 

16 example I have in mind is the discontinuance 
17 of passenger train service on Canadian 

18 Pacific between Winnipeg-Yorkton-Saskatoon- 
19 Edmonton, leaving rail passenger service in 
20 this area to the dominant rail passenger 

1 carrier - Canadian National." 

yy) 188, Under the same date the Canadian National 

23 Railways advised: 

24 "This legislation was enacted at 

25 the depth of the depression in the early 

26 nineteen-thirties, It is Canadian 

by) National's view that it has served its 

28 purpose in that the railways were able to 
29 enter into certain pooling agreements 


and other arrrangements at that time which 
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1 (Mauro ) 

2 enabled them to make substantial savings, 

3 Since 1950 the railways have found 

4 that they can effect substantial economies 

5 by acting independently or in cooperation 

6 with each other without proceeding under 

7 this legislation. A good example of 

8 such cooperation is the joint committee 

9 recently established by Canadian Pacific 

10 and Canadian National to review all facets 

11 of passenger train services, 

12 The establishment of such a committee 

13 is a recognifion of the developments of 

14 recent years which make it evident that 

vel the public is not prepared to support ail 

16 the existing passenger services provided 

17 by both companies. An attempt will be 

18 made to eliminate unnecessary competitive 

19 services wherever possible, Both railways 

20 are opposed to further pooling of 

21 passenger trains on the pattern now 
operated, but are hopeful that agreement 


ean be reached in respect of area 

withdrawals so that the railways which is 

naturally dominant will have responsibility 

for necessary services." 

MR, MAURO: We have copies of that 
correspondence, Mr. Chairman, which, since we 


referred to it, I think should be filed as an exhibit, 


Exhibit 155. 
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--- Exhibit No. 155: Copies of Correspondence 
referred to. 
MR, MAURO Q: Now, Mr. Stechishin, do 
you have anything further to add in connection with 
the Canadian National - Canadian Pacific Act besides 
these comments? 
| MR, STECHISHIN: 
189, These comments contained in the above 
correspondence with reference to the @Gamedtan National 
Canadian Pacific Act are particularly interesting in 
the light of the conclusions reached by the Turgeon 
Commission whose report is dated February 9, 1951 -+ an 
that is No. 4 on page 223 of that report. 
"hh, The possibility of making further 
economies is restricted by the growth which 
has taken place in the volume of traffic; 
but the importance of preventing extravagant 
competition remains, No one appearing 
before this Commission recommended or 
favoured the repeal of the Act." (underlying 
ours). (Report of the Royal Commission on 


Transportation, Ottawa, February 9, 1951, 


page 223). 


190. From the above correspondence it would 
appear that the Canadian National Railways had 
decided a year prior to the report of the Turgeon 
@ommission that they could "effect substantial 


economies.....Without proceeding under this 
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legislation,” If as the railways now allege 
nothing has been accomplished since 1950 under this 
Act and further that they have no intention of 
adhering to the requirements of the Act,.then we 
submit that the railways should present to this 
Commission evidence that would warrant repeal of this 
legislation. Failing this, we submit that the 
railways should be required to act in accordance with 
both the spirit and the letter of this statute, 
191. In any consideration of this matter, we 
would draw to your attention the conclusion of the 
Turgeon Commission wherein they point out the 
important dual interest in this legislation. 

"5, Under present conditions, shippers 

have a direct interest in economies in 

railway operations which they did not 

have in the 1930's, At that time the 

emphasis had been on economies since it 

was not possible to inerease rates, 

whereas during the last few years with 

increased volume of traffic and higher 

operating costs rates have been increased 

to bring railway revenues up to appropriate 

standards. Shippers or their 

spokesmen have therefore raised the 

question of whether full use is being 

made of the Act." (Report of the 

Royal Commission on Transportation, 


Ottawa, February 9, 1951, page e23.°) 
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MR, MAURO: I would like to refer briefly 
to the statement of Premier Roblin appearing in 
volume 129,page 4267 of the daily transcript where 
the Premier states: 
"In any consideration of the problem of decreased 
unit utilization of rolling stock, numerous matters 
must be appaised, Among these are the problem of 
terminal delays, the question of whether or not present 
demurrage rules have become outdated, the need for new 
and improved passing tracks in ecmjunection with Central 
Traffic Control, and the question of whether or not 
the present minimum weight requirements require revisionl 
These are problems which are not unique to the 
Canadian scene, but are problems which face the railways 
in various parts of the world. All of these matters 
have to be fully considered before a solution can be 
defined. At this time, we only wish to point out 
that in our opinion there is a need for continuing 


efficiencies in the operation of Canadian railways 
and that the situation requires reappraisal," 


Qe Mr. Stetchishin, have you anything 
further $o add to Premier Roblin's statement? 

MR, STETCHISHIN: 
192. It is the submission of the government 
of Manitoba that in addition to the efficiencies 
in railway operations which can be achieved through 
technological improvements, there are a number of 
possibilities for achieving more economical and 
efficient operations through adjustment of the freight 
rate structure in order to encourage greater 
utilization of existing facilities. Tables 19 and 
20s that isthe ones showing the savings that are 
possible -- have indicated the extent to which greater 
utilization of existing facilities could benefit the 


railways. These possibilities include: rates based 
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on cars rather than on cents per 100 pounds; reduced 
rates for heavier loading; and rewards for prompt 
release of cars, We shall now discuss how each of 
these means can encourage greater utilization of 
existing railway facilities, 

COMMISSIONER ANSGOMB: Don't you agree 
there that greater demurrage instead of a nator eee 
would keep the cars moving faster? 

MR,.MAURO: We are going to be suggesting 
a@ proposal that the demurrage rules are a negative 
one instead of a positive one, Why not reward a 
party for the earlier release of a car? 

THE CHAIRMAN: You mean to reverse it? 

MR, MAURO: Yes: that the demurrage rules 
at the present time are completely negative. and 
there might be a Cwo-way street here oatae might 
be looked into. 

Q. The first item you are going to deal 
with, Mr. Stechishin, is rates per carload? 

MR, STECHISHIN: 

493. Although railway rates almost invariably 
are based on cents per 100 pounds, the cost unit of 
operations is the carload. The cost per 100 pounds 

is then determined by dividing the cost per car by the 
weight of its contents. An analysis of the cost 

data prepared by the Interstate Commerce Commission 

in the United States indicates that the out-of-pocket 
costs of moving a heavily loaded car do not vary 


proportionately from the costs of moving a lightly 
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loaded car the same distance, The following tables 
have been prepared to illustrate the extent of this 
variation: 

Table 22 


Terminal Costs in Dollars per Car, 


Load Out of 
Pounds Terminal Factor Pocket 
Per Cost @ .333¢ Terminal 
Car per cwt. Cost 
10, 000 $ 61,22737 $ .333 $61.56037. 
20, 000 . - 666 61.89337 
30, 000 : 999 62.,22637 
40, OOO 8 ie oe 62.55937 
50, 000 é 1.665 62.89237 
60, 000 : 1.998 OS 22557 
70, 000 i Bi 3at 63.55837 
80, 000 : 2,664 6389137 
90, 000 i 2,997 64, 22137 
100, 000 : 3.330 6455737 
110, 000 3 3,663 64.,89037 
120, 000 . 3.996 65 , 22337 


Data based on Box Cars in average weight trains, 
Western District, Rail Carload Gost Scales by 
Territories for the year 1958, 
I.C.C. Statement 5-59. 

These are taken directly from I.C.C. 
statistics and this Table 22 shows for a 10,000 
pound ear the average out-of-pocket terminal cost 
is $61.56037; and if you had a 120,000 pounds in 


the car the average terminal out-of~pocket cost 
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9 would be only $65,.22337, indicating a very slight 

3 increase in the cost despite a very heavy increase 

4 in the tonnage. 

: Table 23 

P Line Haul Costs in Cents per Car per Mile 

7 

8 Pounds Line Haul Load Factor Less Out of 
Per Cost @ .01094 Inter> §Pck, Line 

9 Car he hed ewt. change NA Haul Cost 
as WAS. Jee, 

a 10,000 13.86544 1.094 1.66403 13. 29541 

11) 20, 000 n 2.188 n 1438941 

“ 30, 000 Ys 3.282 4 1548341 

3/40, 000 " 4,376 " 16.57741 

a 50,000 = 5.470 17.67141 

>| 60, 000 " 6.564, " 18.76841 

» 70, 000 " 7.6058 a 19,8591 

my 80, 000 : 8.752 20,9524 

1b 90, 000 " 9.846 n 22, 04711 

as 100, 000 : 10.940 iy 23.14141 

a0 110, 000 : 12, 034 2423541 

4 120, 000 n 13.128 " 25,3294 

4 Data based on Box Cars in average weight trains, 

7” Western District, Rail Carload Cost Scales by 

5 | Territories for the year 1958. 

36 | I.C.C. Statement 5-59. 

‘| Table 23 shows the same thing, only it 

| is in the line haul movement instead of the Germinal 

wo movement; and for a 10,000 pound car the out-of-pocket 

0 line haul cost is 13.29541 cents, and for a 120,000 
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2 pound car it is 25.32941 cents per car per mile. 


3 Q. So while you are increasing the 

4 capacity twelve times, you are only increasing the 
5 cost twice. 

6 MR, STECHISHIN: Yes. 

7 COMMISSIONER BALCH: In terminal costs 
8 now would that also mean a ag.ding where you are 

g| unloading a car, or does it just mean the terminal? 
10 | MR, STECHISHIN: No, it would include 


11 the siding as well. It is terminal as opposed to 


12 moving between terminals, and anything that takes 
13 place within the terminal is a terminal cost, 
14 COMMISSIONER BALCH: Referring back 


15 to the 90.3 per cent, that would be the same? 
16| MR. STECHISHIN; Oh, yes. 
17 | COMMISSIONER BALCH: It isn't only 


48! congestion in the terminal, it is all along the line. 


19! MR, STECHISHIN: Actually the line haul 
40 | movement or time, and then the balance of the time 
AA || would be in the terminal, whether in the siding or 


22 || in the switchyard, andthe same thing applies to 


93 || the cost figures, 


24 MR, MAURO: You don't. Lica siate tite for 
ty Canada? 

26 MR, STECHISHIN: No, there is nothing at 
27 | all comparable here available for determining cost 

08 | in Canada, 

29 | Q.- Would you carry on Mr, Stechishin? 
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MR, STECHISHIN: 
194, Table 22 indicates that the terminal costs 
involved on a 10,000 pounds shipment are $41.56 while 
the same costs on a 120,000 pounds shipment are $65,22, 
Thus, while the weight in the car has been increased 
twelve-fold, the terminal costs Nave-increased by 
only $3.66 or 5.9 per cent. Table 23 indicates that 
the line haul cost for a 10,000 pounds shipment are 
13.295 cents while the same costs on a 120,000 
pounds shipment are 25,329 cents per mile, While 
the weight in the car has been increased by 1,200 
per cent the line haul costs per mile have increased 
by only 90.5 per cent, 
195. At present the railways presrribe a 
certain minimum weight per car on which rates are 
based, Where the shipper loads in excess of that 
minimum weight his charges are based on the direct 
ratio between the weight actually loaded and that 
minimum, For example, if the minimum weight is 
50,000 pounds and the rate is $1.00 per 100 pounds, 
the charges for a 50,000 pounds car would be $500, 00, 
On the other hand, if the shipper loaded 70,000 
lbs. the rate would still be $1.00 per 100 lbs. and the 
total charges, $700.00. On a 1,000 mile 
shipment the increase in costs, based on the data 
in Tables 22 and 23, of a 70,000 pounds shipment over 
that of a 50,000 pounds shipment is only 9.4 per 
cent, The total freight charge, however, has been 


increased by 40 per cent. 
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196, If the railways were to assess their 
charges on a basis which would reflect more nearly 
full utilization of the car, the rates would be quoted 
as a flat charge per car, varying only with the 
mileage. The shipper who actually loads the car 

to capacity would be assessed the same charges in 
dollars as another shipper who fails to load the car 
to capacity. Using the same illustration, if the 
railways decided that $600.00 per car were an 
equitable charge for. this movement, both shippers 
would pay this charge of $600.00 per car. However, 
the shipper who loads 70,000 lbs. would pay 86 cents 
per 100 lbs, -- that is the calculated figure -- 
while the shipper who loads only 50,000 lbs. would 
pay $1.20 per 100 lbs. It would then be to the 
advantage of the shipper who norgmally only loads 
50,000 lbs. to add an additional 20,000 lbs. to each 
shipment since the additional 20,000 lbs. would move 
at no additional cost to the shipper. 

LST. This heavier loading per car would mean 
that less cars per year would be required to carry 
that particular shipper's traffic. Thus while the 
railways might not increase their revenues they would 
carry the same volume of freight with the use of 

less equipment, thereby effecting a saving in 
operating costs. 

198, The railways in recent years have 
instituted what are generally referred to as incentive 


rates. Under this scheme, instead of basing rates 


th 


seaue of soe evtenties ome Fy 


: i f 4 7 ; ny P ‘s 

4 eybs link oa cde Lites E aT . un ohay ‘ ; 
cts , anodastraeiF pions 
(oaneM) ae 


" re at 


is 
ro sottembhindar Cie 


reer 7S fis ivin ‘eed @ tO e535" 


tyes siactweay roy ooetlo Ualh £88” 
io aT . ogaolin 

a sd blaow Utteeqes 62” 
«3 tons a2 sus lfob 
bad i ngbed ~, yttesgao ov 
-bteob ayewliedg 

at ido sidatiups 

i wae binow 
io f ite eaqgtite eld 
AD mae i BE f OOf wag 
igtda esl’ oficiw 

Of seq OS.7G yaa 


dt Yo pastaavas 


t 


¢nepciupe acel 


,ateno antiaveqe 


% 
“ee 


sean 4 «ct ovew! tag edt a. 4 
vy [ 

j2 paryeten (i leveney em Pade betod ives 

- * 


be ined ante) oe glon: i ee ed 
ioe Aescah 


a 


ANGUS, STONEHOUSE & CO. LTD. Stechishin, Rutledge, 15805 
ceed Trachtenberg, dir. 
(Mauro) 


in direct proportion to the weight loaded,subject to 
the minimum weight, progressively lower rates are 
offered to shippers based on a serios of minimum 
weights. For example, these rates might appear in 


a freight tariff as follows: 


Rate in Charges 
Minimum Weight Cents per per car 
in Lbs, 100 lbs. 
24,000 83 $ 199.20 
30, 000 78 234.00 
10,000 Ge! 292,00 
50, 000 ae) 350,00 
60, 000 67 402.00 


The charges in the righthand column are 
figures put in by myself. 
COMMISSIONER ANSCOMB: What has been 


the effect in actual. practice of that movement in 


198? 
MR, STECHISHIN: It has lead to much 
heavier loading of the railway cars of that 


particular traffic. This is Winnipeg to Saskatchewan. 


that I took these rates from. 
COMMISSIONER ANSCOMB: Does that apply 
in any particular business or any particular item 


of traffic moving? 
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MR, STECHISHIN: Well, these are, by and 
large, what they refer to as all-commodity rates, ice 
a shipper cannot load this weight he will make an 
arrangement with another shipper to get together and 
pool in order to get the full minimum weight. This 
leads to a reduction in the number of cars required 
to perform the same number of tons. 

THE CHAIRMAN; It has been fruitful? 

MR, STECHISHIN : Apparently very fruitful. 
199. This scheme is a compromise between a flat 
charge of dollars per car discussed above, and the 
present basis of a flat charge per 100 pounds. It 
has the advantages to the railways in that it tends 
to encourage heavier loading of cars and therefore 
fuller utilization of equipment. The shipper benefits 
over the present method in that he receives a lower 
rate for heavier loading, but his total charges are 
still increased disproportionately to the added is 
cost to the railways as the result of the heavier 
loading. It has the further disadvantage in that 
for weights which lle between the specified minimum 
weights his charges continue to vary directly with the 
weight loaded, In the above example, a 100 per cent 
increase in weight from 30,000 pounds to 60,000 pounds 
results in a 72 per cent increase in revenue, from 
$234.00 to $402.00. The cost data in Tables 22 
and 23 indicate that the increase in costs to the 
railway is only 12 per cent. 


200. One further consequence of basing freight 
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charges on a per car basis, whether by means of a flat 
charge per car or by means of a sliding scale of 
rates based on increasing minimum weights, is that 
widespread adoption ¢ either of these schemes could 
lead to the virtual elimination of freight classification 
The physical loading characteristics of each commodity 
would determine the maximum weight which could be loaded 
into a car. This in turn would determine the rate 
of each commodity based on loading characteristics. 
On certain commodities it would be necessary to assess 
a surcharge where experience has shown a higher 
damage claim record due to fragility or high value. 
Virtual elimination of the Canadian Freight 
Classification would materially reduce the clerical 
and accounting expense in rating shipments and would 
also substantially reduce the necessity for the many 
thousands of freight tariff items and permit simpli- 
fication of the remaining items. 

THE CHAIRMAN: This was opposed by the 
truckers? 

MR, STECHISHIN: I am quite sure they would. 
Demurrage. 
201. Freight cars do not earn revenue for the 
railways unless they are carrying freight from one point 
to another. This primary function of the railway car 
cannot be performed unless the car is made available 
to the shipper for loading of freight and to the con- 
signee for unloading of freight. Both of these 


operations consume time during which the car is not 
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actually earning revenue, It is therefore in the 
railways' interest to minimize this lost time by 
encouraging shippers to release cars held by them for 
loading or unloading as promptly as possible, 

202. To this end the Canadian railways, through 
their agency, the Canadiam Car Demurrage Bureau, 

have published certain regulations governing loading and 
unloading and penalty charges for delays, Basically 
these rules provide no penalty for the first two days 
following the date of placement of the car and a 
penalty of $4 per day per car for the succeeding four 
days and a penalty of $8 per car thereafter. There 
are certain provisions governing the inclusion and 
exclusion of Saturdays, Sundays and holidays which 
are not pertinent to this discussion, 

203% Thus, while the demurrage rules to penalize 
shippers for delays beyond the "free" time in loading 
and unloading, they do not give any consideration 

to those shippers who release their cars in less 

than the "Pree" time. Since the shipper has up 

to 3 "free" working days (depending on the time of 
the day the car was placed) at no difference in his 
freight costs, he has no incentive to release the 

car in less than the allotted time, 

204, In the United States the railroads have 
given shippers an added incentive by instituting what 
is known as the "Average Agreement". Shippers who 
are parties to this agreement can average those cars 


released in less than the "free" time against those 
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ears held beyond the "free'time, thereby reducing their 
demurrage charges. The "Average Agreement" is of 
value to a shipper who on occasion may detain a 

car beyond the "free" time and on occasion release the 
car in less than the "free" time since he can apply 

his credit days against the demurrage charges incurred. 
On the other hand, it is of no value to a shipper who 
is able consistently to release his cars in less than 
the "free" time since he has no demurrage charges 


against which to apply his earned credits. 


205. The Canadian railways instead of disregard- 
ing the"free" time for demurrage purposes could 

offer a shipper a reduction in his freight charges 
whenever a car is released in less than the pre- 
scribed "free" time. This reduction should be 
independent of penalty charges which may or may not 
be assessed on other cars held by the shipper. -We 
are of the view that if the railways were to give 
shippers such an incentive to release cars in less 
than the "free"time rather than merely permit them to 


avoid penalty, more cars would become available to 


the railways for the carriage of freight than at 
the present time, An increase in the number of 
cars so made available would enable the railways to 
reduce the number of cars reguired for transportation 
service, 

MR, MAURO: 
206. The material presented in the foregoing 


chapter includes some of the important matters which 
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should be appraised in any consideration of increased 
economies and efficiencies in railway operations, 
The position of the province of Manitoba in relation 
to this subject was clearly set out by the Premier 
as follows: 

"We would re-emphasize that our 

interest in this important matter 

should not be interpreted as an 

attempt to substitute our judgment 

for that of rail management. Our 


interest arises from the fact that 


these large expenditures, under the 
present ‘requirements formula!’ have 


to be borne by the freight shippers 


"! 
° ° 


(Daily Transcript, Volume 29, February, 1960, pages 
4266-4267. ) 

Mr, Chairman, that completes Chapter III. 
We wanted to deal with every one of the factors, but 
you will notice there is another chapter dealing with 
Clause (d) "Other Assets of the Railways". While 


our format deals chapter by chapter with the terms 


of reference, there is no chapter dealing with "other 
assets", and I don't want to go over that ground at 
ail. We felt we didn't have the information to make 
a responsible submission, and we felt that until the 
information was available it would be a disservice 
both to the railways and to this Commission for 


Manitoba to come forward and submit something we 
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could not back up. 

The final chapter deals with Clause (e) of 
the terms of reference, "Such Other Related Matters 
as the Commission Consider Pertinent or Relevant. . .". 
In this context I refer again to Volume 29 of the 
daily transcript, page 4276 where Mr. Mauro asked the 
question: "Mr. Premier, you have dealt with the terms 
of reference (a), (b), (c) and (d) in the Order in 
Council establishing this Commission, There ae 
one final paragraph in the Order in Council, namely, 
paragraph (e). I would ask you whether or not the 
province of Manitoba wishes to make a statement to 
this Commission on this aspect of the terms of 
reference?" ail Under this clause the Province 
of Manitoba may wish at a later date to direct the 
attention of the Commission to a number of other 
matters," 

Q. What submission do you wish to make, 
Mr. Stechishin, at this time under clause (e)? 

MR, STECHISHIN: Under clause (e) the 
first item I would like to discuss is the Failure of 
the railways to provide rate groups. 
2G. During the discussions before the Board of 
Transport Commissioners on the equalization of class 
rates, reference was made to practice in the United 
States where a uniform scale of class rates over a 
large portion ¢ the United States had been ordered by 
the Interstate Commerce Commission, One of the 


principal differences between the class rate scale 
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adopted in the United States and that in Canada was 
in the use of rate groups. 

208. In ar view the method in use in the United 
States leads to a more reasonable progression in 
rates and results in less distortion of geography 
than does the Canadian method, The anomalies dis- 
cussed under the heading "“Inequities Under the Long 
and Short Haul Clause" would not occur if the United 
States method were followed, We now wish to discuss 
and compare the two approaches, 

209. Rate groups are frequently confused with 
rate blocks and indeed even the Turgeon Commission 
seemed to regard the two as synonymous, It is 
necessary to distinguish between the two concepts. 
210. Rates on a given commodity increase as the 
distance becomes greater. If the rates were to 
reflect this increase, mile by mile, it would be 
necessary to publish the rates in minor fractions of one 
cent. The average freight charge in Canada is one 
and one-half cents per ton-mile for all traffic... The 
average haul is approximately 400 miles and the average 
rate per ton is $6. Expressed in cents per one 
hundred pounds, the average rate for a distance of 
400 miles is approximately 30 cents. For 401 miles 
this mte becomes 30 3/40 cents, for 402 miles, 

30 3/20 cents, for 403 miles, 30 3/10 cents, and so 
on, Not until 414 miles does the average rate 
register over 31 cents. Rather than contend with 


insignificant fractions, the railways will publish a 
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single rate to apply to all mileages between 401 and 


425 miles or whatever block of mileages is deemed 


suitable for the goods in question, These are 


properly called rate blocks and not rate groups. 


Two points, say 20 miles apart, might be charged 


the same rate from a station 405 miles from the 


nearest point, but would be charged differing rates 


from another point 395 miles from the nearest point, 


10 miles 395 miles 20 miles 
Rowen eee men Bown nen ee nn ne nee eee Caw wm - eee D 
The mileage from A to B is 10 miles 
The mileage from A to C is 405 miles 


The mileage 
The mileage 
The mileage 


The mileage 


from A to 


from B to 


from B to 


from C to 


D 


D 


Both C and D are in the 


miles and 425 miles). 


is 425 miles 
is 395 miles 
is 415 miles 
is 20 miles 


same rate block from A (405 


C and D are in different rate blocks from B (395 


miles and 415 miles). 


Bid. Under rate groupings, as distinguished 


from rate blocks, once two stations are determined to be 


in one rate group they are always charged the same 


rate regardless of the incidence of mileage except 


possibly over very short distances where the degree 


of difference in cost would not justify the same 


rate, 


Ie In the above example, if A and B were in 


one rate group and C and D in another rate group, the 
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governing rate between the two groups would be 
determined by the mileage between the "key" points, 
and would then apply to or from all stations in the 
one group to all stations in the other group. a 
were designated the "key" point for rates to C and D, 
all rates from A ot B to either C or D would be 
"grouped" in the 401-425 mileage "block." On the 
other hand, if C were designated the "key"point in 

one group and B the "key" point in the other, all 
rates from A to B to either C or D would be "grouped" 
in the 376 - 400 mileage "block" since the distance 
between the "key" points, 395 miles, comes within that 
block. 

213. Normally the economic centre of a group is 
selected as the "key" point for that group and the 
mileage from that "key" point governs in all direc- 
tions so that if there is a loss or gain in one direc- 
tion it is compensated for by a gain or a loss in the 
opposite direction, 

214, Rates between stations in adjacent groups 
are usually determined by using actual mileage. Le 
station "E" were located 10 miles beyond "D", the mile- 
age to "C" would be 30 miles as compared to 10 miles 
ao DP. Rate parity in this case would not seem 
reasonable and each movement is assessed a rate based 
on its actual mileage. 

@15. Rate blocks are established for the con- 
venience of the railways in publishing rates. On 


the other hand, rate groups, when they exist, are 
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2| established to meet the needs of industry since they 
3 enable neighbouring industries or producers to com- 
4 pete in given markets without the distortions caused 


5| by rate blocks. While Canadian railways have recog- 


n 


nized the need for rate groups in a few isolated 


~ 


instances, they are not standard and apply only when 


8 specific reference is made thereto by a rule in the 


\o 


applicable tariff. 
10/ 216. For example Rule 270 of CFA 46-A provides 
11 that the rates to or from Montreal will also apply to 
12 or from the following points, disregarding actual 
13} mileage. 
14 MONTREAL, QUE, POINTS 
Rule 270: 
Rates from or to Montreal, Que. wall apply 
from or to Montreal rate points named below? \ 
On Canadian National Railways 

Ahuntsic 

Atwater 

(Ward's Yard ) 

Cartierville 
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Montreal 
(Bonaventure ) 
(Moreau St. ) 
Montreal East 
Pie Ix 


Pointe aux Trembles West 


Point St. Charles 
(Bridge St.) 


Rockfield 

St. Henri 

St. Henry 

St. Lambert 
St. Laurent 
Tetreaultville 
Val Royal 


Ville St, Pierre 


On Canadian Pacific Railway 
Angus 
Atwater 
Bordeaux 
Cote des Neiges 
Cote St. Paul 
Eastern Public Livestock 
Market 
Hochelaga 
Jacques Cartier Jct. 
La Salle 
Mile End 


Montreal 
(Place Viger) 
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Montreal West 
Mount Royal 
Outremont 
St. Henry 
St. Luc 
St. Lue Jct. 


Westmount, 


ro The rate group based on Toronto is Pound 
in Rule 570 of the same tariff as follows: 
TORONTO, ONT, POINTS 

Rule 570: 

On Canadian National Railways 
213. Except as otherwise specifically shown, rates 
from or to Toronto, Ont., on the Canadian National 
Railways will apply to or from the Toronto Metropolitan 
Area (See Note), including the following stations: 
Agincourt 


Danforth 


Davisville 
(Merton St. ) 


Don 
Downsview 
Elia 
Leaside 
Long Branch 
Mt. Dennis 


New Toronto 
(Including former Mimico Terminals ) 


North Toronto 


Oriole 


Parkdale 
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1 (Mauro ) 
2 Port Union 
3 Seecclaire Ave. 
(Davenport ) 
4 
Scarboro 
5 
Swansea 
6 
Toronto 
7 (Simcoe St.) 
8 ‘Weston 
9 West Toronto 
10 NOTE: The limits of the Toronto Metropolitan Area 
11 pisect the lines of the Canadian National. Railways 
12 as follows: 
13 Oakville Sub-Division at Mileage 
+ 9.83 from Union Station 
Brampton Sub-Division at Mileage 
AS 13.50 from Union Station 
16 Uxbridge Sub-Divisinn at Mileage 
16.38 from Union Station 
17 Oshawa Sub-Division at Mileage 
17.29 from Union Station 
18 Bala Sub-Division at Mileage 
19 15.17 from Union Station 
Newmarket Sub=-Division at 
20 Mileage 12.91 from Union 
Station, 
21 
™ On Canadian Pacific Railway 
2 219. Except as otherwise specified, rates from 
my or to Toronto, Ontario, on the Canadian Pacific Railway 
95 Company, will also apply to or from the following 
oints: 
26 4 
Agincourt 
ai 
Davenport 
28 
Don 
29 
Donlands 
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1 (Mauro ) 
2 Islington 
3 Leaside 
4 Long Branch 
ty Mount Dennis 
6 New Toronto 
7 North Toronto 
8 Ontario Stock Yards Swansea 
(West Toronto) 
9 
Parkdale 
10 
Scarborough 
11 
Searborough Pit 
iz 
Toronto 
13 
Weston 
14 
West Toronto, 
PaaS 
220. The points in the Winnipeg rate group are 
16 
published in Rule 600 of CFA 46-A as follows: 
17 . 
Rule 600: 
18 
WINNIPEG, MAN, POINTS 
19 
Ba; Rates to or from Winnipeg, Manitoba, will 
20 
apply to or from Winnipeg rate points named below: 
21 
On Canadian National Railways 
22 
Fort Whyte 
23 
Paddington 
24 
St. Boniface 
25 
St. James 
26 
Transcona 
27 
Union Stock Yards 
28 
West Transcona 
29 


Winnipe 
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On Canadian Pacific Railway 

College Spur 

Fort Whyte 

North Transcona 

Paddington 

St. Boniface 

Union Stock Yards 

Winnipeg 
222, The above groups are effective only on East- 
West traffic. Within Western Canada the "groups" 
are found in the individual rate tariffs. For 
example, CN 950 contains the following items: 
Item No. l. Application of Winnipeg, Manitoba, 
Rates - Except where otherwise provided, the rates 
named herein from or to Winnipeg, Manitoba, will 
also apply from or to Fort Whyte, Paddington, St. 
Boniface, St. James, Transcona and West Transcona, 
Manitoba. 
Item No, 2. Application of Edmonton, Alberta, Rates 
from or to Dunvegan Yards, Alberta. The rates named 
herein from or to Edmonton, Alta., including the 
distance rates, will also apply from or to Dunvegan 
Yards, Alberta (Northern Alberta Railways) via 
Edmonton, Alberta, 
Item No. 7. Application of Vanvouer, B.C., Carload 
rates from or to North Vancouver and North East 
Vancouver, B.C. - The carload rates named herein from 


or to Vancouver, B.C., including the distance rates 
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(Mauro ) 
1 
2 will also apply from or to North Vancouver and North 
3 East Vancouver, B.C. 
4 223. CP 975 covering the same general territory 
5 shows the following groups: 


6 Item 1 (a) Application of Winnipeg, Man., Rates 

7 Except where otherwise provided, the rates named herein, 
8 from or to Winnipeg, Man., will also apply from or to 

9 College Spur, Man., Fort Whyte, Man., North Transcona, 
10 Man., Paddington, Man., St. Boniface, Man., St. James, 


11 Man., and Union Stock Yards, Man. 


12 (ec) Application of Edmonton, Alta., Rates 

13 from or to Dunvegan Yards, Alta, 

14 Rates named herein eerie mileage rates) from or to 
ay Edmonton, Alta., will also apply from or to Dunvegan 


16 Yards Alta. (Northern Alberta Railways) via 


17 Route No, ll 


18 (d) Application of Vancouver, B.C., Carload 
19 Rates from or to North Vancouver, B.C. 

20 Except as otherwise provided, the carload rates named 
21 in tariff, from or to Vancouver, B.C., including the 


22 distance rates will also apply from or to North 


23 Vancouver, B.C. as follows: 


24 | 1. Via Route No. 1 or Route No, la dn connec- 


25 tions on traffic received from or delivered to P.G.E. Ry 


26 2, Via Route No. 5-A or Route No. 5-A and con- 

27 nections to or from Stations east of Thompson and Othellow, 
28 BSc. 
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(f) Application of Saskatoon, Sask. Rates 
from or to Sutherland, Sask, Rates named herein from 
or to Saskatoon, Sask., will also apply from or to 
Sutherland, Sask. 

(g) Application of Nanaimo, B.C. Rates 
from or to Northfield, B.C. Rates named herein from 
or to Nanaimo, B.C., will also apply from or to 
Nortnafield, B.C. 

(nh) Application of Calgary, Alta., Rates 
from or to Turner, Alta. Rates named herein from 
or to Calgary, Alta., will also apply from or to 
Turner, Alta. 

224, It should be noted that St. James is not 
included in the C.P.R. "Winnipeg group" from Eastern 
Canada, but is included in the C.P.R. "Winnipeg group" 
within Western Canada. On the other hand, Union 
Stock Yards is included in the C.N.R. "Winnipeg group" 
from the East but not within the West. If the 
commodity rate is found in a tariff other than 
or not subject to those listed above, these groupings 
do not apply and the applicable groups, if any, are 
those referred to in the specific tariff used. 

Q. We have heard frequent references 
to the so-called A and B groups in Eastern Canada: 
could you briefly relate this grouping to the aaauen 
you are now discussing with the Commission? 

MR, STECHISHIN: 
225. The so-called A and B groups which caused 


a blanketing of rates between western Canada and 
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the area within the triangle bounded by Montreal, 
Windsor and Sudbury were not really rate groups at all. 
These groups were brought about by the railways' de- 
cision to allow the competitive rates from St. Lawrence 
River ports to apply as maxima to intermediate points 
Oy Pall. The effective hold-dowm of these maxima 

ran out at about Sudbury and the triangle of parity 

of rates was only the incidental result of this hold- 
down. The so-called groups were and are non- 
existent when establishing rates between the triangle 
and the maritime area, 

e260. The A and B "groups" were the result of the 
extension of the Montreal-Toronto rates as hold-downs 
to intermediate points. The Board of Transport 
Commissioners under"equalization" reversed this process 
and extended the Toronto rate as a maximum to other 
points in the former A and B "group" beyond, or with 

a greater mileage, than Toront®. The railways no 
longer refer to this constructive mileage as a rate 
group but designate the area in their tariffs as 
"Territory 10". 

we be In the United States, on the other hand, class 
rates are determined between designated "key" points. 
The rates are then applied in all directions to or 

from all railway stations in the area or group sur- 
rounding the key point. 

228. In Canada the biock system cuts across economic 
areas indiscriminately and creates inequalities which 


are unwarranted, If the blocks are large, say 50 miles, 
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and the break point falls between adjacent competing 
preducers, a severe penalty, disproportionate to the 
geographic disadvantage, is assessed, Diagram II - 8 
shows the rate groups in the State of North Dakota 
under the United States method of rate groupings. 
Q. We have an illustration of the rate 

grouping situation in Volume II, which is diagram 
II-8, entitled "Map Showing Rate Groups in North 


Dakota as Published by Railroads in Purported Compliance 


with Interstate Commerce Commission's Decision in 

Docket No, 28300," 

---EXHIBIT NO, 153-L: Diagram II-8, Map Showing 
Rate Groups in North Dakota 
as published by Railroads 
in Purported Compliance with 
Interstate Commerce Com- 
mission's Decision in 
Docket No. 28300. 

COMMISSIONER MANN: Does that apply to inter- 
state traffic as well as intra-state? 

MR. MAURO: I notice, Commissioner Mann, that 
some of the rates in the southeast corner of the state 
eross over into the adjoining state -- I think that is 
Minnesota -- on the right hand side of the map. 

MR. STECHISHIN: This does show the extent to 
which the grouping has been adopted by the United States 
railroads, at least in this state, and within those 
heavy lines any point within any one of those areas 


or groups would have the same rate from any other point 


in the United States, with the exception of adjacent 


groups where the rate is not governed by the group to group 
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rate but by the actual mileage that is involved. 

COMMISSIONER GOBEIL: I do not see a scale 
on that. On the larger group there, how many miles 
would that cover? 

MR, STECHISHIN: They vary, but they are 
roughly 40 to 50 miles across. 

Of particular importance is the fact that 
when the rate between key points is based on competitive 
mileage, such mileage governs all rates to all points 
within the group. (Diagram II-9). 

MAURO: Now, I would like to file diagram 
II-9, which will become Exhibit 153-M, and that is a 
diagram purporting to show how class rates from the 


east follow irregular progressions on the C.P.R. main 


line, 

---EXHIBIT NO, 153-M: Diagram II-9, purporting 
to show how class rates 
from the east follow ir- 
regular progressions on the 
Crreks main Line: 

Qo Would you explain that diagram, Mr. 

Stechishin? 


MR, STECHISHIN: This diagram shows that 
while the Canadian railways have adopted the block 
system as opposed to the group system, where there is 
a station with the rate influenced by that of the 
competing railroad, that rate situation is not extended 
to the whole group but only to that one station. 
Tricing from east to west -- this is right dcross 
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Q. Just so that we have the diagram 
fully set out, would you explain it? 

MR, STECHISHIN: The column down the left 
hand side is the rate from A and B groups, if I can 
call them that, in Territory 10, to Manitoba points, 
expressed in cents per 100 pounds. The mileages 
across the border arenot the mileages from A and B 
but, rather, from Port Arthur or Fort William since 
there is no published mileage direct from east to west, 
and it was merely to show the distance between the 
various stations. Tracing the line, we find the 
rate moves in steps upward until it reaches just 
before Portage la Prairie where there is a drop in 
the rate, and then immediately west of Portage la 
Prairie it goes back up again, and then takes another 
step, and then there is another dip at Carberry, and 
starts to decline with a dip at Brandon, and a last 
dip at Virden, but it is to show the irregularity of 
the class rate progression between eastern Canada and 
this portion of Manitoba on the main line of the 
Canadian Pacific, 

229. In summary, the provision of rate groups 

does not affect adversely rail revenues since the 
absorption of mileages in one direction is compen- 
sated by the increase in actual mileage in the opposite 
direction, The existence of rate groups ensures 
parity of rates for neighbouring industries to all 
markets in which they compete, Since this benefit 


to industry can be achieved without reduction in rail 
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revenues, the provision of rate groups is in the 
interest of the economy. 

Qo What is your recommendation? 

MR, STECHISHIN: Tae Province of Manitoba 
recommends that the railways be required to establish 
class and mileage commodity rates on the basis of 
rate groups, the rates between each group to be 
based oa the mileages between "key" points. 


hey, 
---Adjournment, 
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ANGUS, STONEHOUSE & CO. LTD, 15829 
TORONTO, ONTARIO 


Ottawa, Ontario, 
Friday, 
September 23, 1960 


---On commencing at 10.00 a.m, 


THE CHAIRMAN: Order, please. Mr. Mauro? 

MR. McDONALD: May I say something before 
the proceedings begin? 

THE CHAIRMAN: Yes. 

MR, McDONALD: In view of the seriousness of 
the situation from the railways' standpoint, and 
particularly in light of the Commission's order of 
yesterday, Mr. Sinclair and I asked our principals 
for instructions. Mr. Crump and Mr. Gordon are on 
their way to Ottawa this morning and we are having a 
conference with them. Therefore, we will be unable 
to be present until our position is clarified. 

THE CHAIRMAN: Very well, Mr. McDonald. 
Mr. Mauro? 


MR. MAURO: Thank you, sir. 


DIRECT EXAMINATION BY MR. MAURO (resumed): 

Q. Yesterday we commenced the final 
chapter of our submission entitled "Other Related 
Matters", and we had dealt with the matter of the 
railways! failure to provide rate groups, and I would 
now ask you to go on to the next item entitled 
"The Aggregate of Separately Established Rates." 


MR, STECHISHIN: 


252. Rates, other than those subject to mileage 
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2 scales, are published as point to point rates, that La, 2 
3 rate of a given amount is published as applying from a 
4 named station to another named station, If a reduced 
5 rate is not marked competitive by the soiate oh It’ will 


6 apply as a maximum to intermediate points. On the 


7 other hand, if the rate is marked competitive it does 
8 not apply as a ceiling on intermediate points and this 
9 stipulation is frequently made in the tariffs. | 

10 232. On many occasions a shipper will find no re- 

11 duced rates to the destination he wishes to reach, but 

12 will find one to an intermediate point and another 

13 from that intermediate point to the final destination, 

14 The sum of these two rates may be less than the amount 

15 which he would be required to pay if he made a direct 

16 shipment. 

17 233. The Board of transport Commissioners has 

18 recently ruled ("Application of J. M. Brown Motor 

Company Limited re Freight Rate on automobiles from 

Hamilton, Ontario, to Vancouver, B.C., 47 J.O.R. & R. 

Pan LS The issue in this case was as to what rate 


was legally applicable in respect of the movement 


of certain carloads of automobiles tendered to Canadian 
Pacific at Hamilton and consigned directly to the 
applicant at Vancouver. When certaind the shipments 
were made there was in effect a single factor through 
rate from Hamilton to Vancouver, and also local 

rates from Hamilton to Hatzic, B.C. and from Hatzic 

to Vancouver, The local rates, when combined, made 


a total rate of a lesser amount than the through rate 
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from Hamilton to Vancouver, The traffic was not 
Shipped to Hatzic and reshipped therefrom to Vancouver, 
but the applicant company sought to establish its right 
to a declaratory order that the Ponbineiica of the 
local rates should apply to the through movement in 
displacement of the published and filed through rate. 
The Board reviewed previous decisions and found that, 
considering that the graffic was not consigned to and 
reconsigned from Hatzic, but was delivered to the 
railway at Hamilton for transportation to Vancouver 
direct, the rate legally applicable was the published 
single factor through rate from Hamilton to Vancouver," 
(Fifty-third Report of Board of Transport Commis- 
sioners for Canada for the Year Ended December 31, 
1957, pages 29-30) that if the shipper desires 
the lower combination of rates where one is available, 
he must order the railway to stop the train at that 
intermediate point, take delivery of the shipment, and 
then rebill the same shipment through to final desti- 
nation. Under this procedure the shipper is 
compelled to put the railways to additional expense in 
order to obtain the lower rate, 

Q. Please go on, Mr. Stechishin. 

MR. STECHISHIN: 
234. We respectfully submit that such a ruling 
is both unnecessary and wasteful. It favours the 
larger shipper who has a traffic department capable 
of unearthing these rate "gimmicks"... 


235. We are pleased to report that since this 
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Commission commenced its hearings, the Canadian railways 
recognized this anomaly and are providing, in some 
eases at least, the right to use a Ce ore of 
rates without rebilling, where this eee in lower 
total charges to the shipper. 
236. While this action by the Canadian railways 
is to be commended, the interest of shippers can eae 
be safeguarded by a regulation similar to that in | 
the United States, The Interstate Commerce Commis- 
sion regulations contain the following clause; 
EEG. Reduction of Rate to Equal the 
Aggregate of the Intermediate Rates: - 
(a)  Seetion 4 of the Act, as amended, 
prohibits the charging of any greater com- 
pensation as a through rate than the aggre- 
gate of the intermediate rates that are 
subject to the act. 'The Commission has 
frequently held that through rates which are 
in excess of the sum of the intermediate rates 
between the same points via the same route 
are prima facie unreasonable, ' Many informal 
complaints are received in connection with re- 
gularly established through rates which are in 
excess of the sum of the intermediate rates 
between the same points. The Commission has 
no authority to change or fix a rate except 
after full hearing. It is feiieve to be 


proper for the Commission to say that if called 


upon to formally pass upon a case of this 
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nature it would be its policy to consider a 
rate which is higher than the aggregate of 
the intermediate rates between the same 
points via the same route as prima facie 
unreasonable and that the burden of proof 
would be upon the carrier to defend such 
unreasonable rate, 
(b) | Where a rate is in effect by a given 
route from point of origin to destination 
which is higher than the aggregate of 
intermediate rates from and to the same 
points, by’the same or another route such 
higher rate may, on not less than one day's 
notice to the public and the Commission, be 
reduced to the actual aggregate of such inter- 
mediate rates. Such reduced rate must be 
published in a supplement to or a reissue 


of the tariff in which the rate so reduced 


appears except that if the rate to be reduced 
is published in a tariff containing class rates 
only and the reduced rate is to be published 

as a commodity rate the reduced rate must be 
published in a commodity tariff or supplement 
thereto, Any tariff or supplement containing 
a rate reduced under authority of this rule 
must bear on its title page, or in connection 
with such item the notation 'Issued on one days' 


notice under authority of Rule 56 Interstate 


Commerce Commission Tariff Circular 20. The 
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2 rate (or rates) hereby reduced appears in 

3 Void ear ee ts LICTE MN we ae ok teM Com page’) 
4 _#eeeeeeand the factors to and from et, AT 
MS) (nere insert point or points on eee combina- 
6 tion makes) used in making the new rate (or 

7 rates) are found ie eee etertin LCC yo. 

8 Noteere Aes.) chem (or page'y'y,.. 2% 0. yp and 

9 vases eerene  T.C.Ct Now Use bene Loe 

10 (Opn pmwen ees ch ser. se 

i1 (c) In order to facilitate the publication 
12 of rates which will be in accord with the 

13 aggregate of intermediates provision of the 

14 Fourth Section of the Act the following rules 
15 may be incorporated in tariffs: 

16 Carriers have endeavoured to publish 

17 herein rates which do not exceed the aggregate 
18 of the intermediate rates between points between 


which there is an actual movement of traffic, 
but if there should be in this tariff any rate 
which is in excess of the aggregate of inter- 
mediates, or if through subsequent change in 
an intermediate factor any rate in this tariff 
becomes higher than the aggregate of intermediate 
in violation of the provisions of the Fourth 
Section of the Act, carriers will reduce such 
rate to the aggregate of the intermediate 

rates on one day's notice under authority of 
Rule 56 of Interstate Commerce Commission 


Tariff Circular 20, on any commodity between 
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points between which there is a movement or 
& prospective movement of that commodity. 
The publication of such reduced foe will be 
made within 30 days after such Paiaeeat rate 
comes to carriers' notice. 

"Carriers, parties to this tariff, whos 
rate over the route of movement is higher than 
the aggregate of the intermediates over the 
route, further agree that on any shipment on 
which the higher rate named in this tariff 
for that route has been charged, application 
will be made promptly to the Interstate 
Commerce Commission for authority to award 
reparation on the basis of the aggregate of 
intermediates in effect on date of shipment. 
(See Note ) 

NOTE:=- Carriers or shippers who dis- 
cover combinations which result in lower 
charges than the rates named herein, eacuia 
promptly report such cases to the publishing 
agent of this tariff, showing the through rate 
and the item or page where it is found to- 
gether with the separate factors which make up 
the combination, giving tariff reference by 
item or page, where possible, for each. 

"In placing this rule in tariffs 
carriers must strictly adhere to the wording 


of the rule as no modification thereof will 


be permitted." 
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"The failure to publish and file 
reduced rates as provided here, within 30 
days from the date that said rates — brought 
to the attention of the carriers ee 
thereto, or any of them, or their agents, 
will be considered by the Commission as suf- 
ficient ground for the issuance of an order 
prohibiting its use in connection with such 
earrien or carriers. A promise to publish 
certain rates, when published in a tariff, 
becomes the rule of the carriers parties to 
the tariff and therefore when a carrier or agent 
has been called upon to reduce rates under 
authority of the above rule it will not be 
necessary for such carrier or agent to secure 
any additional authority from the carriers 
parties to the tariff for the publication of the 
reduced rates and any delay on that account may 
cause carriers, to incur the penalties provided 
for violations of the Fourth and Sixth Sections 
of the Act in addition to losing the right to 
use the rule in tariffs." 

est. The pertinent section of the Interstate 
Commerce Act reads as follows: 

"Sec, 4(As amended June 18, 1910, 
Feb. 28, 1920, Aug. 9, 1935, Sept. 16, 1940. ) 
(1) It shall be unlawful for any common 


carrier subject to this part of part III to 


charge or receive any greater compensation 
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in the aggregate for the transportation of 
passengers, or of like kind of property, 

for a shorter than for a longer distance 

over the same line or route in the same direc- 
tion, the shorter being included within the 
longer distance or to charge any greater 
compensations as a through rate than the 
aggregate of the intermediate rates subject 

to the provisions of this part or part III,' 

but this shall not be construed as authorizing 
any common carrier within the terms of this 

part of part III to charge or receive as 

great compensation for a shorter as for a 

longer distance: Provided, That upon application 
to the Commission such common carrier may 

in special cases, after investigation, be 
authorized by the Commission to charge less for 
longer than for shorter distances for the 
transportation of passengers or property; 

and the Commission may from time to time pre- 
scribe the extent to which such designated 
common carrier may be relieved from the operation 
of this section, but in exercising the authority 
conferred upon it in this proviso the Commis- 
sion shall not permit the establishment of any 
charge to or from the more distant point that is 
not reasonably compensatory for the service 


performed; and no such authorization shall be 


granted on account of merely potential water 
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competition not actually in existence; And 
provided further, That tariffs proposing rates 
subject to the provisions of this sndeeane 
may be filed when application is oe to 

the Commission under the provisions hereof, and 
in the event such application is approved, the 
Commission shall permit such tariffs to become 
effective upon one day's notice," 

COMMISSIONER ANSCOMB: You say “greater 
compensation in the aggregate for the transportation 
of passengers or of like kind of property.” 

MR. MAURO: Nes. We had a discussion on 
that the other night. We said that is the first time 
we have had passengers and freight referred to as 
"like property". 

MR. STECHISHIN: 

238. In addition to permitting the aggregate 
of intermediates this rule should cover the adding 
of rates beyond the destination and back. We 
refer here to situations such as occur, for example, 
in some transontinental agreed charges where the 
rate to Vancouver plus the rate back to some inland 
point totals less than the rate direct to the 
inland point. 

239. It is our submission that a similar clause 
be incorporated in the Railway Act giving Canadian 
shippers these combination rates as a right, not as 
@ privilege subject to withdrawal. 


Q. Now, Mr. Stechishin, would you just 
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sort of sum up that matter of the aggregate of inter- 
mediates? As I understand it, there presently exists 
a situation with shippers in, for example, Calgary, 

to take a shipment from Toronto, bill it to Vancouver 
and it would be cheaper than if he stopped it off at 
Calgary? 

MR, STECHISHIN: Some of the low trans- 
continental charges, low rates to Vancouver -- and 
originally the shipper would actually ship goods to 
Vancouver an additional six or seven hundred miles -- 
if someone rebilied it at Vancouver back to him at 
Calgary, then his net freight charge would be lower 
than if he had made the shipment from Toronto to 
Calgary. The railways amended some of the agreed 
charges which eliminated the necessity of actually 
transporting the car to Calgary and return in order 
to get the lower charge. This is only on those 
agreed charges where that rule actually exists in the 
agreed charge. 

Q. And what the province of Manitoba is 
saying is that we certainly compliment the railways 
for having taken the action as far as they have gone, 
but this Commission should recommend in Canada something 
more in line with the Fourth Section of the Interstate 
Commerce Act whereby this matter of aggregates and 
intermediates will be law rather than by permission 
of the railways? 

MR, STECHISHIN: That is correct. 


THE CHAIRMAN: What effect, if any, would this 
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have on revenues? 

MR, STECHISHIN: It would not affect the 
revenues at all, Mr. MacPherson, but it would elimimte 
the necessity of these cars travelling -- in the case 
of Vancouver that I mentioned, an additional 1500 miles 
with actually no benefit to the railway. If the car 
does not travel the additional 1500 miles to Vancouver 
and back the shipper pays a higher charge, 

MR, MAURO: Qo This would in no way 
impair the revenues of the railways because the shipper 
in Calgary can now ship it to Vancouver, have it rebille 
at Vancouver back to Calgary at a lower rate than the 
through rate to Calgary; so this is simply an attempt 
to remove what we think is a ridiculous anomaly from 
the rate structure. It would obviously have the 
effect of reducing the costs of the railway for this 
additional movement. 

COMMISSIONER GOBEIL: Is this state of affairs 
that you just described exceptional, or does it apply 
on a few, or on all commodities which benefit from the 
transcontinental rate? 

MR, STECHISHIN: It is not just limited to 
transcontinental rates. It is any case where the 
combination of rates or the aggregate of separately 
stated rates total less than the rate from the point 
where the shipper is making the shipment to his desti- 
nation. It might be, for example, on an intermediate 
application, you may have a rate from Toronto to 


Winnipeg plus a rate from Winnipeg to Saskatoon which 
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is lower than the rate from Toronto to Saskatoon. 

Now, if the shipper ships that to Saskatoon, 
he would pay one charge, but if he shipped é to Winnipe 
and rebillea it, he would pay less, and he does it, 

But the other end of it is if it goes -- let 
us assume that the shipper is making the shipment to, 
oh, say, Yorkton, Saskatchewan, He woulda ship it to 
Saskatoon ana rebill it from Saskatoon back, say, to 


Yorkton. : And he has made the railway carry 


this shipment the additional 100 or 200, or whatever 


the mileage is, to get a lower rate. What we are 
trying to get is not to réduce the gross revenue. 
We are trying to eliminate some unnecessary cost of 
railroading. The railways' net revenue position 
would be improved under this proposal. 

COMMISSIONER GOBEIL: But is it common? 

MR. STECHISHIN: It depends on your defini- 
tion of common. There are a lot of such cases, yes. 
Whether or not it is common or not -- it is a relative 
term, 

COMMISSIONER MANN: Your general position 
is this -- that although the railways have established 
rules in their tariff allowing the construction of 
combination rates by combining separately established 
rates, you are not satisfied with keeping that within 
the realm of the railways; you want it expressed 
in statutory form so that it will be a legal obligation 


to the railways. 


MR, STECHISHIN: Well, yes, that generally 
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is our position, Mr. Commissioner Mann. There are 
two facets of the present privilege that the railways 
have. This just came in within the last month or 
two, One, the railways'rule that they have now 
does not apply to international traffic. if the 
shipment is international, it still must be rebilled; 
stop the train; take the car off the train; give 
the railways a new bill of lading; put the car back 
on the Crain), and continue to final destination. 

MR, MAURO: Q. Mr. Stechishin, is there 
a situation in Vancouver where it was cheaper to have 
the car go to Winnipeg, ship it across the line to 
Pembina or Noyse and back into Winnipeg than it was 
to take the car off the track in Winnipeg? 

MR. STECHISHIN: The rate, for example, from 
Vancouver to Winnipeg is higher than the combination 
of the een from Vancouver to Noyse, Minnesota, for 
the sake of argument, and back to Winnipeg. It you 
took a car of lumber back to Winnipeg, the smart shipper 
would have the car sent back through Winnipeg down to 
the United States and then rebill it back through 
Winnipeg and his resultant rate would be lower than 
if he had stopped it at Winnipeg. 

COMMISSIONER ANSCOMB: Do you tell me if I 
was to be a shipper in Toronto, then I can ship 
goods -- I want them in Calgary, so I would ship it 
to Calgary via Vancouver: that means it would go back 
to Calgary -- I could do this cheaper than I could 


ship it Toronto to Calgary? 
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MR, STECHISHIN: In many cases, yes. 
COMMISSIONER ANSCOMB: What would I have 

to do in Vancouver? Just write the bill of lading 
Celgary via Vancouver? . 

MR. STECHISHIN: You would have to take 
delivery of the goods in Vancouver and issue the 
railways a new bill of lading. 

COMMISSIONER MANN: What you do is retain 
a retired railway man in Vancouver; pay him $5 for 
the bill of lading and he just exchanges the document, 

MR, STECHISHIN: That is correct. I know 
of a number of people who were engaged in just that 
business. They did nothing much else but just prepare 
bills of lading for shippers to give bills of lading 
to the railways. 

MR, MAURO: That is why we have mentioned 
in paragraph 234 that we respectfully submit that 
the present method favours the larger shipper who has 
a traffic department capable of unearthing these 

jp rate gimmicks. 

COMMISSIONER ANSCOMB: Perhaps it is not 
a fair question, but I have always taken the view 
there is a reason for everything. You may not agree 
with the reason --- 

MR, STECHISHIN: yes? 

COMMISSIONER ANSCOMB: What is the reason 
for the railway doing that? There must be some argu- 


ment for it? 


MR, STECHISHIN: I hesitate very, very much, 


— OEM 
Thi a el erdbar? 
( onpenart) 


‘MIRGIROSaTS... A 
| \ aves t bfuow aedy SEMODEMA ARMOTABIMNOD® 6. 
enthel Jo 2/25 .9% hyw taut Ttervooney at ob ot 
“eyuoonsy giv yragted 

isi oF eve ; w WOY ‘“YUTNOLADATS.. AM 


pel vosasl ot efoos edt to vieviteb . 


- a 


08% Jo iid wen 6 syswites 
| ole: . :MHAM. FAMOTES OOO 


| ’ x. : juoonsy mi gaa yewl ier Dpeilged Ss 


gut a Sos poathal to £ffd snv 


oow elqeeq So "tedmuna. a. fo 
z ) a nalAgoda b25 yeaT ,» ceentand 


nie ic. #yegdlide sot aatbal To: elitd 


baric oe . + Sanam. FM: j 


no ow ted #ES dqeigateq nt 


ud of ( e@f eauoval Sodéem tnsaetg oA 
; : "i a aldngeo Inanéteqebd of} led « 


sevcinnis 978% 7 
. CL BRINMOD 
| vol ' pene? eyovie ovad | gud .rolteeupictlialt a 
| ce wT Yad se »RALsvyyevs TO. noaaer rk al ec90od? 
~ oaget ead Agiw 
taey -. ;MIS&sNQRTe AM 
oT a a ea. F . sony sAMOOUBMA ASMGIER IMO am 


Pe tou efagtT Tiadsd griod kali one eee” 


i a, a 
| mig eb a leat em 
oe eee ee “ves cate wy 


ANGUS, STONEHOUSE @ co.LTo, Stechishin, Rutledge, 15844 
a ic eae. Trachtenberg, dir 


(Mauro ) 


Commissioner Anscomb, to put reasons into the railways' 
minds, I do not know why they do some of these things. 
To me, they are unreasonable on the face Swat I 

am a little shocked to see this. Or ee in this 
case, they have made a pretty substantial change 

within the last few months after this was written. 

It still doesn't go the complete way. It is a 
separate rule published in each individual tariff, and 
subject to withdrawal at any time by the railways. 

COMMISSIONER MANN: With this reservation, 
that a privilege once established may on withdrawal 
be protested by parties and it becomes a matter for 
the Board, then, doesn't it? 

MR, STECHISHIN: Well, yes and no, Some- 
times that is so, but I have had a number of cases 
where a rule has not been changed and someone in the 
railroads get together and say: "From now on, this 
rule means something different than what it meant 
a year or so ago." I referred earlier in the brief 
to this matter of switching on the east-west traffic. 
Now, that tariff was changed in 1955, if I recall 
correctly. The railways did not start assessing 
switching charges under that tariff until 1958. Now, 
there was no change in the wording of the tariff but 
then they sent a letter saying as of so and s0 we 
are going to charge you so much a car in accordance 
with the wording of the tariff; and that happens. 


MR, MAURO: We think it is serious enough, 


anyway, Commissioner Mann, that it should not be by way 
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of a permissive thing on the part of the railways; 
that the anomaly and inequity on the small, shipper is 
such that it should be safeguarded ie ae a And 
since it cannot do anything to improve tus net revenue 
position of the railways, we think that something 
similar to the American situation should be incor- 
porated, 

COMMISSIONER MANN: Just so that I can get 
this a little more clearly in my own mind, it is, then, 
as I understand it, the position of the province 
of Manitoba that matters such as this, which are in 
a sense detailed matters of rate construction, should 
properly be contained in the Railway Act, for instance? 

MR, STECHISHIN: It is significant that it 
is contained in the Interatate Commerce Act and the 
Americans apparently thought it was necessary to put 
it into the Act rather than leave it to the discretion 
of the railways. 

THE CHAIRMAN: You are asking for the same 
thing? 

MR, STECHISHIN: Yes. 

COMMISSIONER MANN: And any similar matter 
should be properly expressed in statute form? 

MR, MAURO: If, Commissioner Mann, they are 
of such a nature to be capable of statement as principle 
rather than a simple rate, we agree. 


THE CHAIRMAN: You suggest this as another in- 


equity? 


Eur. MAURO: Yes, and an dnequity capable of 
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enunciation as a principle. Obviously, as Commissioner 
Mann says, legislation to put it in statute form, 
but we feel there are many items which should not be 
covered by statute because there should be this 
flexibility of action on the part of the railways. 
This is an item of principle that reflects both on 
the revenue position of the railways and the cost to 
the shipper and that should in fact be defined, 

COMMISSIONER ANSCOMB: You will agree that 
the less you get in statute form the better? 

MR, MAURO: I certainly do, Commissioner 
Anscomb, I certainly do, It creates rigidity, 
yes. 

Q. Now, Mr. Stechishin, I would like 
you to discuss the matter of the mileage factor in 


rate making. 
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TORONTO, ONTARIO Trachtenberg, air 
(Mauro) 
240.; Distance is an important factor in rate 


making since there is a direct relationship between 
distance and the cost of performing transportation 
service, However, there is a danger in too rigid 
an adherence to any one factor to the exclusion of 
other considerations. 

PAT; Early railways in the United States and 
Canada were planned to pass through existing 
communities and to minimize construction costs, Both 
these ends frequently led to a more circuitous route 
than justified by ideal operating considerations, The 
future cost of operating over the resulting longer. 
mileage was not considered to be of sufficient 
importance to offset the primary considerations 
relating to construction and choice of route, 
Subsequently, because of increases in wages and prices 
of fuel and materials, operating costs assumed 
increasing significance and today are of major 
importance, One avenue open to the railways to 
reduce operating costs is through reduction of 

mileage by construction of cut-offs or straightening of 
curves. As long as rates are determined by a rigid 
adherence to mileage, the reduction of mileage 

through construction of cut-offs or straightening 

or curves must result inevitably in the reduction 

of rates. The reduction in track miles could 

result in rate reductions which might more than 

offset the savings effected in operating dave: 


Under these circumstances the railways will rarely 


, 
ig @ 7 
so Le 


sabaiai nt simeie. 8 
+E5 xrsdasideast 


fousal) 


sent nt wotoe? teatdoqet se ee iwomede kt 7 i 


Hneswted qifenctvatot (o-tle aes eto sonte galstew 2 


so ldadrem ohoestuer te taep edd bas ‘Sunde oe 
et siotd .sevswot Solves ” 

% ‘enfoxs oad of ‘TOtoRT SAO Yee O89 sonsienbs an 
eno tiarehiemo sodso 

oer 5 ais of evyauiiagr Yiaag SfOs 
; 2eao of bendelo erew ebanad 

‘tanoo sahelata of Bow gold taunnoe 

| s of Del ylimecpetl ebsio sent 

x ore babs rd belt tttent, aad 

*% ) ~« off weve aatvaseqe ‘to S400 eT ut 
j¢ bershiccoo tom Saw spectrin 

saute ait vsetto of eenadaoqat 

het Holbfoupmanco of s.oigeler 

scaneoel Io eaueoed .yitasipesdue 

s at ,ol¢exv6a0 .afatvedat bas Ieut to 


ot Dae sonmeottianle yatusetont 


(‘Staq oF % 20 ONRNYVS aD - -sonstroqul 

iewoud? ef efeon gauttanedo. eoubet 

“ intents *o-tao to sohiousdonoo yd seeolia 
e ¥c cninge’eh eaa gegen as gaol 5A - SOVIND 


ite.« oliecmmsy sta .eguelln o& sodersdbhe 
nines <f2 90 stte-tueo to aoldowrvenoe davon? 
;oltoubes se@ at vidstivenit @luaet Jew zevis.. to 


feos esfla Yaned al aoltdouben sakT lc liea 


sadd stom fetes dotie —e al a 5 
A 


ind i 


e?erns sgalvansago af sue hee 
7 ° ios . 
: a4 ial 


Wes cate Oo DEt 6La oes SAO i ods a 


2) 
fon 


A ANGUS, STONEHOUSE & co.tTo. Stechishin, Rutledge, 15848 
S24 TORONTO, ONTARIO i Trachtenberg ; dir. 
(Mauro ) ° 


A achieve’ the full financjl benefit which should result 


3 from this means of reducing operating costs, The 

4 following example illustrates the inter-relation between 
5| these two factors, 

6 ehe, The official mileage between Toronto and 


VE Winnipeg is 1,207.1 miles via Canadian National 

8 Railways. This mileage determines the rate between 

9 Toronto and Winnipeg via the Ganadian National 

10 Railways and also via the Canadian Pacific Railway. 

11 In addition, the rates from all other stations in 

12 eastern Canada beyond Toronto on both railways are 

13 determined on the basis of the Toronto-Winnipeg rate, 
14 This is the key rate that the Board of Transport 

15 Commissioners put in during the equalization case, and 


16 the C.N.R. to Winnipeg being shorter than the C.P., 


17 it governs all east-west rates to Winnipeg. Let 
18 us assume that the C.N.R. by the elimination of some 
19 curves could reduce its mileage by a mere eight miles 


20 to 1,199.1 miles. Since the resulting mileage of 
71 1,199.1 miles is in a lower rate block, the combination 


22 of the distance factor and the use of mileage blocks 


in rate making would result in a reduction in all 
rates between eastern Canada and Winnipeg, and also 
in reductions to many other centres in western Canada, 
The Canadian Pacific Railway, for competitive reasons, 
must quote the same rates as the Canadian National 
and would be compelled therefore to reduce its rates. 


The result would be a pronounced adverse effect on the 


revenues of both railways, far in excess of the savings 


\ferwted moc 


) 


‘ ' wiiT 


has | 


Siueor birone 


«%2b 


tists 


its RBARkYD 


“4 
soubea oF suo de ved nian Aa Diem bee 


rp i] 
' » ¥ 


, ope ltws enlebaoine: Nara we 


vatatseulit efqgsxe sotwottor | 


selina Estottia eat 


san sd? ety oats bas ayawiiel® 

Toxt, sales edd , dole tibs, at 

odmmiot secret sbhaaat arsdss9 

(7 tt ebesd oc¥ 10 boawtmcoted 

wit vadd ater vest od? et shri? 

(t noluob al eag promo tne tmmoS 

antad peqknalw oF M0 ori? 

rats Sovaedoas (6 aarevog of 

; i. “7.410 enf Jen? ompess ev 
¢ seeelio afl suubes Ofuon eevivo |) 

eat 6 aot sofia [,Pe@L,f oF 

’ a ot at eelia ({. POLI 

oi Bris oF OoSl efteth sc? to 

g of divert Ofeow anidan eday at 

i DAG) CWA Sse teayvted aolex 

tiyeo yao yas pd ectoliaubet az 


ace 


éovlss satevas ee . od = wor etree: 


oe) Se es 


Neodnadctoaet i ry aime 
( oti") ica te 
i ait De as 
toood f,omaeh Lint orld “ove 


7 


f 


sents ‘hor to snsem pat all 
zanevest cow? ‘eevrd : , 


oltw LYYOSYL at geqgtonkw 


enseltm aid? avert ten 


odd acv noqinagW baw etaoxot | 


Gy 


wawllen olttiokt csetbaaad pril 


“4h sodey emye odd situp Feum 


ee 


i 7% e 
ws * a - 


ne 
: 


AUS sr 7 veh ~~ 


ae akin f } 


ANGUS, STONEHOUSE @ co.tTo. Stechishin, Rutledge, 15849 
Trachtenberg, dir, 
(Mauxo ) 


in the operating costs of the one railway. 
243, One way in which the railways can realize 
the economies of a reduction in operating mileage 
without a concomitant decrease in revenues is through 
the introduction of what is known as the block 
system for establishing rates, Under the block system 
of rate making the territory to be served is divided 
into geographic blocks and the rates between one 
block and another are determined by the distance between 
these blocks and not by the rail mileage between 
particular points in each respective block, As 
long ago as 1919 the Canadian express companies all 
but abandoned track mileage in the setting of Serre 
rates and adopted a block system whereby the country 
was divided into rectangular blocks based on degrees 
of latitude and longitude. 
MR, MAURO: 
" ,.Those parts of Canada which 
are served by railways are divided into 
approximately 800 ‘main blocks", A main 
bloek is half a degree of longitude and 
of latitude each way. The length of each 
block from north to south is constant, 
approximately 343 miles. Its width is 
roughly 23-miles along the 49th Parallel 
but marrows a little along the parallels 
of latitude north of the 49th and 


broadens along parallels farther south 


due to the sphericity of the earth and 
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the meeting of the meridians at the 
poles, Each block embraces some 794 
square miles," | 

"All express points in Canada are 
listed in alphabetical order by provinces in 
a joint directory of Express Stations. 
The name of each station is followed 
by the number of its block and the letter 
of its sub-block. This forms the key 
to the tariff. The rates from one 
block to another are based on weight, 
mileage, and zone in the manner previously 
described, On long hauls, mileage is 
computed by taking the actual distance 
élong the shortest railway route from 
the most important shipping point in one 
main block to the chief cantre of each 
of the other main blocks. All shipping 
points within a block take the same 
rate, which, is that of the largest or 


representative point of the block," 


(A.W. Currie, Economics of Canadian 
Transportation, 2nd Edition, Toronto, 1959, 


pp. 359-60.) 


MR, STECHISHIN: 


ey, The Railway Express Agency in the United 
States uses a similar basis for rate-making. Recently, 
the telegraph companies in Canada adopted the block 


method for determining telegraph charges in preference 
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to basing rates on physical mileage of plant. 

245, Until recently the problem of the 
relationship of mileage and rates has pone 
resulting from the desirability of reducing rail 
mileages,. Following World War II a new aspect of 
this problem is becoming more prominent. Rapid 
developments in urban freight transport and new 
concepts of structural design and engineering for 
industrial and commercial plants have resulted in 
the location of industries om the outskirts rather 
than in the centre of metropolitan areas, 
Construction of access roads between the new industrial 
districts and the downtown areas has resulted in the 
creation of numerous new level crossings on rail 
lines and in substantial increases in vehicular 
traffic on existing level crossings. These level 
crossings impede the orderly flow of traffic within 
the metropolitan area while the rail lines 
themselves present serious obstacles to planned 
metropolitan growth and expansion. 

oe, Grade separations are only a partial 
solution to these problems since they depreciate 

the value of adjoining real estate and in any event 
are extremely costly. The federal government 
recognizing the financial burden involved to the 
railways, the municipalities and the provinces in the 
construction of grade separations, has established 
the Grade Crossing Fund to assist the interested 


parties in defraying the cost of constructing these 
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facilities, Studies which have been made by 
municipalities, faced with the need for constructing 
numerous grade separations, have indicated that even 
with assistance from the Grade Crossing Fund, it 
would be more economical to relocate a rail line 
rather than to construct a series of grade separations 


along that line. The minigipalities cannot be 


criticized for desiring to minimize costs by 
relocating a rail line under such circumstances, 
However, the relocation ef lines almost inevitably 
will result in a greater mileage to stations situated 
on that line. With the rigid adherence to 

track mileage in rate making, those stations would 
find their rates increased, Shippers at these 
stations also cannot be criticized for objecting 

to an increase in rates resulting from the fact 

that another municipality has persuaded the railway 
to relocate its tracks rather than incur the expense 
of numerous grade separations, 

247. As long as rates continue to be based 

on track mileage, either the larger municipalities 
will have to bear the higher cost of grade 
separations or the smaller municipalities will find 
that their rates are increased without compensating 
advantages, This dilemma would not arise if the 
block system of rate making were in effect, Our 
studies have not reached the stage where we would 


desire to make a positive recommendation that the 


block system be adopted for ail rail freight rates in 
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1 (Mauro ) 
2 Canada, Our preliminary investigation does indicate 
3 that further inquiry should be made by the railways 
4 and by this Commission into an Picesaatioscce the 
5 present method of basing rates on track mileage. 
6 COMMISSIONER MANN: Mr. Stechishin, before 
7 you leave that subject ~- and this brings up 
8 something, I suppose, that goes right through your 
9 submission -- I notice that throughout your brief 
10 you, in the horizontal increase chapter, for instance, 
11 | and inter-line rates, lay a lot of stress upon 
12 mileage rates, and this comes out here, too. Coupled 
13 with that you seem to emphasize class rates, and SO 
14 on. Now, actually competitive farces tend to scutes 
15 the mileage principle in rate construction, and this 
16 is, as you know, increasingly so in the post-war 
c7 period, 
18 Now, to what extent is it important to 
19 do the things that you want done with regard to 
20 mileage blocks, with regards to class rates based 
1 on mileage, and with regard to commodity mileage 
22 Scales, and so on? Could you tell us why you lay 
23 so much stress on the mileage principle of constructing 
24 rates? 
25 MR, STECHISHIN: The experience I have 
26 had with the railways in the last few years indicates 
D7 that although they don't publish these specific 
28 rates as mileage rates, the fact remains that in 
29 negotiating with the railway almost invariably the 


30 question of mileage is raised and the rate when it is 
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established is frequently established as a percentage 
of the prevailing class rate, Now, they don't 
Sea in the item as published, but in the 
negotiations they will say, well, we will give you 

85 per cent of Glass 45 or 70 per cent of Class 45, 

THE CHAIRMAN: It is just a yardstick, 

MR, STECHISHIN: Yes, and it is because 
of the yardstick we think that there should be more 
emphasis placed on that yardstick, 

COMMISSIONER MANN: Your feeling, then, 
is that mileage is, im a sense, a key to the 
construction of other rates, 

MR, STECHISHIN: It certainly appears to 
be, 

COMMISSIONER MANN: ‘Thank you very much, 

COMMISSIONER BALCH: There is an inference, 
Mr. Mauro, and Mr, Stechishin, in the question of 
the cut-off and straightening of curves. When the 
railroads built the line, the railway property, they 
put in too many curves, or at least they didn't 
straighten up the ee ae should have done. Do 
Se ae that is right? Don't you think they would 
have taken the shortest route they could have? 

MR, STECHISHIN: Yes, up to a point. But 
I am quite impressed in reading the Railway Age 
where it mentions this improvement of the rail roads, 
and it is surprising how many of these were 


eliminated in straightening the, tracks. It is, I 


op Re 


think, an engineering aspect. 
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MR, MAURO: I understand initially they 
took a speed factor of the steam engine and balanced 
that against the cost of the additional st in 
curvature degree, and now with the coming into 
being of faster motive power the need for 


reduction in curvature to realize the whole potential 


of motive power and weight factors has been more 


apparent; and, as I recall it, I think there has 
been a considerable degree of reduction in curvature 
on Canadian lines during the past few years. 
GOMMISSIONER BALCH: There probably is, 
Bit" t can hardly visualize there being tiuch ftePevas ce 
which would make much differeance in the mileage, 
In so far as the cut-offs are concerned, if it 
is a case of acquisition of property to do it, if 
they have a great big curve and they want to cut 
straight through, it probably would be expensive 
to acquire the property; they may not get it. 
MR, MAURO: Of course, they have the 


right of expropriation. The point here that the 


province of Manitobais trying to make is that it 
takes very little change té move it into a lower 
range block, and under the present situation there 
is no incentive to the railways to do this, and 
if the C.N.R. reduces its mileage by even eight 
miles, everybody's rate to wiaatped and beyond 
suffers therefrom, 


COMMISSIONER BALCH: And now, as to 


grade crossings, is it not a fact that in the early 
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times it is true that there were not many roads; 
then in later years the railways themselves have 
been faced with the problem of the municipalities 
building more roads and necessarily eeseina the 
railway? 

MR, MAURO: That is one of the very 


serious problems in urban and metropolitan development 


today. 

COMMISSIONER BALCH: I know they have 
done in the past, but years ago when they built it 
would be their responsibility to protect themselves 
against the highways. Now they feel there are so 
many highways being built, it is up to them to 
protect them, 

MR. MAURO: We have had instances in 
Winnipeg where there have been miles of track taken 
away so as to permit development, and this frequently 
results in increased mileages both to shippers in 
that urban area and to shippers outside who had 
their mileage initially on the short direct route 
through the city, But I do think it is one of the 
social problems of a evar uexpandiac population, 

THE CHAIRMAN: Suburbia. 

MR, MAURO: Yes, it is one of the problems 
of suburbia. 

Q. Now, we have already made reference 
in this submission to the bridge subsidy scheme 
under the specific subject of inter-line rates. What 


are your further comments on this subject? 
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MR, STECHISHIN: 
248, The Turgeon Commission examined the cost 
of the long haul through Northern Ontario and 
concluded that it resulted in an undue burden on the 
Shipper of western Canada, To alleviate the burden 
the Commission recommended that the cost of maintaining 
that "trackage" should be borne by the Federal 
Treasury and the resulting savings in operating costs 
were to be passed on to shippers through the medium 
of lower freight rates, The Commission did not 
recommend a mere reduction in rates but it proposed 
to reduce the total cost of transportation to 
western Canada by lifting out of that total a 
specifically designated portion of those costs, 
It should be emphasized that the costs removed from 
the rate structure are related to a specific length 
of track and bear no relation to the total length 
of haul of particular shipments nor to rates charged 
for such shipments. 
249, The government of Manitoba took the 
position before the Board of Transport Commissioners 
that because the subsidy was based on a section of 
"trackage", the reduction should be the same for 
all shipments since all shipments subject to the 
subsidy traversed the same miles of track, The 
provinees of Britiah Columbia and Alberta contended 
that the reduction should be a straight percentage 


of the rail rate and that the sole purpose of the 


subsidy was to reduce overall rates, not specific 
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costs, The Board did not adjudicate between the 
opposing points of view, but ruled that the 
reduction would be calculated one half by the volume 
of traffic moving over the bridge and one half by 
the freight rate assessed on that traffic, 
250. Thus, the freight rate reduction was 
based partly on a spesified number of cents per 100 
lbs. reflecting the volume of traffic moving over 
the bridge and partly on a specified percentage of the 
freight rate reflecting the total freight charges 
on traffic moving over the bridge. As a result, 
if two shipments of the same commodity move on the 
same rate basis over the same "trackage", but one 
goes a thousand miles beyond the bridge, and the other 
only 100 miles beyond the bridge, the one travelling 
the greater distance beyond the bridge will get the 
greater reduction. Both receive the same reduction 
in cents per 100 lbs. and the same percentage 
reduction but since the one moving the greater 
distance bears a higher rate the percentage 
* peduction is greater in cents per 100 lbs. For the 
Same reason if two differen&é commodities both travel 
the same distance over the bridge and the same 
distance beyond, the higher rated one will get the 
greater reduction in cents per 100 lbs. 

Q. What limitations, if any, were 
set in the application of this subsidy? 

MR, STECHISHIN: 


251 It was stipulated that the bridge subsidy 
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would apply only to class and non-competitive 
commodity rates, There was mutual agreement that 
certain traffic was to be exempted from the 
reductions, such as grain and grain products, coal from 
Alberta and British Columbia which is already 
Subsidized, competitive rated traffic, and 
international traffic, On May 11, 1960, the Board 
issued an ex-parte order deleting from the exceptions 
to the bridge subsidy the following: 
"Coal from Alberta and eastern 

British Columbia to Ontario that is 

subject to subsidized freight rates," 

(General Order 861, 50 JORR, page 166). 
This extension of the bridge subsidy deprives other 
traffic of the full benefit which otherwise would 
be available, 

Q. What has been the effect of the 
Board's decision to apply the subsidy on both 
Gonnage and rate? 

MR, STECHISHIN: 
202% The Board's initial decision to relate 
the reductions to the rates rather than to limit 
them to the tonnage has resulted in a number of 
anomalies which we will now discuss. 
253 Firstly, it has enabled the railways 
to assess switching charges on east-west traffic 
under the circumstances dealt with elsewhere 


in this submission. 


254, Secondly, the subsidy is being used to 
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compensate shippers for their negligence in failing 
to package goods properly. Under the rules of the 
Canadian Freight Classification certain packaging 
requirements are stipulated to minimize loss or 
damage to the goods while in transit. Where these 
packaging requirements are not met, the rate is 
increased from 10 per cent to 50 per cent, as a 
penalty against the shipper for his failure to comply. 
For example, articles which are required to be 

packed in barreis or boxes are assessed a 30 per cent 
penalty if packaged in pails. Thus, if the article 
properly packed took a normal rate to Winnipeg 

of say $3.50 per 100 lbs. the bridge subsidy would 
reduce this rate by 32 cents. If this shipment 

were packed in pails, the 30 per cent penalty would 
raise the basic rate to $4.55. The bridge subsidy, 
because it is based on the total rate, is increased 
from 32 cents to 36 cents. 

'Q- Under that situation the shipper 
who actually does not comply is given a benefit; he 
receives a greater reduction than the shipper who 
abides by the rules? 

MR, STECHISHIN: That is correct, He pays 
a higher total charge, but the government is penalized 
for his mistake, 

Aha Thirdly, the method of applying the 
subsidy permits rates to be adjusted so that the 
cost of transit privileges would be borne by the 


government. The figures which follow illustrate that 
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if the railways publish a storage in transit privilege 
at Winnipeg instead of competitive rates from 

Winnipeg to Saskatoon, for example, Sein abe railways 
and the shippers would benefit at the expense of 

the government, Winnipeg is an important distributing 
eentre and the rate which the Winnipeg distributor 

must meet or approximate is the through rate from 


Toronto to Saskatoon. This is shown below:. 
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Shipper Govn't Railway 
Pays Pays Receives 


Toronto to Saskatoon 
(Class 45) Fie 50, Gin Breen $. 3073 


The competition is 
met at present as 


follows: 

Toronto to Winnipeg 2,52 228 2.80 
Winnipeg to Saskatoon +93 - 93 
Total $3.45. S- ~68. 9S..3.73 


The sum of the rate to and from Winnipeg yields the 
same revenue to the railways as the through rate to 
Saskatoon ($3.73), but the Winnipeg Shipper is 
obliged to absorb five cents per 100 lbs. to remain 
competitive with Toronto ($3.45 versus $3.40). 

256, If storage in transit were extended to 
apply at Winnipeg on the same articles covered by the 


above rates, the following would be the result: 


Shipper Govn't Railway 


Pays Pays __—- Receives 
Toronto to Winnipeg € 2,52 $ .28 §$ 2.80 
Balance of through rate 208 O05 93 
Transit charge 204 3/4 oe 04 3/4 
Total $ 3.44 3/4 $.33  §$ 3.77 3/4 


Because of the method of applying the Bridge Subsidy, 
this transit privilege would give the railways 4 3/4 
cents more for performing exactly the same service, 
($3.77 3/4 - $ 3.73), the shipper would receive a 
rate of 1/4 cents less ($3.45 - $3.44 3/4), and the 


government would cover the deficiency of five cents 
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2 ($ .33 - $ .28). 

3 267s Fourthly the application of the Bridge 

4 Subsidy to combination rates reduces signe 

5 established independently of those jae 

6 upon which the subsidy is based, Rates may be either 
7 Single factor through rates or they may be combinations 
8 of two or more separately established rates, In 

9 the latter case usually ne one of these factors 

10 covers the movements over the bridge trackage while 
11 the other may be applicable over a route remote 

12 from the bridge. For example, the shipment may move 
13 from Toronto, over the bridge and on to Prince 

14 George in British Columbia and then over the Pacific 
15 Great Eastern, to some station on that railway. . ‘The 
16 rate is quoted from origin to final destination and 
17 must obviously be higher than the rate to Prince 


George. The Bridge Subsidy would be greater on 

the shipment to a point on the Pacific Great Eastern 
not because it costs more to go over the bridge but 
because it travelled on a railway which is 1,700 
miles from the bridge and which is not even subject 
to the jurisdiction of the Board of Transport 
Commissioners, 

258% Thus, if the normal rate to Prince 
George is $2,00 per 100 lbs., the reduction under the 
Bridge subsidy would result in the wie cate paying a 
rate of $1.76. If the rate from Prince George to 
a point on the Pacific Great Bas tei is $1.00 the 


shipper would not pay the aaaitiotial dollar since 
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the subsidy would now reduce the total rate of $3.00 
to $2.71. In other words, the shipper would only 
pay an additional 95 cents and the coeseeeee would 
pay five cents because this shipment moved over the 
Pacific Great Eastern Railway. 

COMMISSTONER MANN: I wonder whether 
you could educate me just a little, Mr. Stechishin: 
does this apply only on class rates -- because 
PGE has joint class rates with other railways. 

MR, STECHISHIN: It would apply, I presume, 
under the new tariff rates, 

COMMISSIONER MANN: Thank you. 

MR, STECHISHIN: 
250% The use of combination rates is not 
restricted to traffic interchanged between two or more 
railways. Combination rates frequently exist on the 
line of one railway. For example, a rate of $2.00 
might be published to Winnipeg and another rate of 
$2.00 from Winnipeg to Lioydminster, the sum of 
these two rates being lower than the through rate 
to Lloydminster, As stated elsewhere in this 
submission, the shipper could gain the benefit of 
this combination by re-billing at Winnipeg. However, 
as long as this combination was regarded as 
consisting of two separate rates, the shipper only 
obtained the bridge subsidy on the eastern factor 
which in this instance would be reduced to $1.76. 
The western factor would be the same for both the 


eastern shipper and the Winnipeg shipper. Should 
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the railways permit the use of combinations to construct 
@ legel through rate, which they have now done, the 
bridge subsidy would apply to the sum of is factors 
rather than to the eastern factor only. In this 
case the through rate is reduced from $3.76 ($1.76 
plus $2,00) to $3.66 and the eastern shipper would pay 
only an additional $1.90 for the portion of the 
movement west of Winnipeg. The Winnipeg shipper, 
however, would continue to pay $2.00 for the identical 
movement, 

MR, MAURO Q: What are your recommendations 
in regard to the bridge subsidy, Mr, Stechishin? 
260, In our view, the anomalies discussed 
above could not occur if the bridge subsidy were 
based on a specified number of eents per 100 lbs. or 
ton. We pater that the bridge subsidy was not 
designed:to emable the railways to assess switching 
charges against some shippers; to relieve shippers 
from penalty charges for improper packaging; to 
enable the railways and shippers to obtain transit 
privileges at the expense of the government; and to 
assist the railways in making reductions on rates 
wholly within western Canada. The province of 
Manitoba therefore submits that this Commission 
should recommend that the bridge subsidy be based on 
@ specified number of cents per 100 lbs. or ton, 
reflecting the elimination of only those costs 
associated with the specified trackage. 
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that it be continued -= the bridge subsidy? 
MR, MAURO: Oh yes, we are not recommending 
any change in this brief, 
MR, FRAWLEY: You would rather have it 
as it is than not have it at ali? 
MR, MAURC: I was hoping my learned 
friend would support this, 


MR, FRAWLEY: You can go to the Board 


of Transport Commissioners, They can fix it up. 
That is what I was going to say to Mr. Stechishin. 
MR, MAURO Q: Finally, Mr. Stechishin, 
I would ask you to deal with the subject of 
transit privileges, 
MR, STECHISHIN: 
261. Few commodities are manufactured or 
processed commercially at the same locality where 
their raw materials are produced, For example, 
grain is grown in one area, processed into flour 
in another and the flour finally sold to the consumer 
in still anther area, There is a cost involved in 


the transportation of the grain from the country 


elevator to the flour mill, and an additional cost 
involved in the transportation of the flour from 
the mill to the consumer, The sum of these two 
transportation costs is usually ereater than the 
cost of transporting either the grain or the flour 
from the country elevator to the ultimate consumer, 


262, The railways will sometimes offset this 


additional expense by extending what is known as a 
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transit privilege, Briefly, a transit privilege may 
be defined as that practice which permits a commodity 
to be stopped in transit, processed in some manner, 
and then re-shipped to final destination, but with 
the transportation charges based as though the 
movement had been a single continuous movement. 

263. For example, if a car of lumber were 
Shipped from Vancouver to Calgary for dressing and 
then on to Winnipeg, the charges in cents per 100 lbs, 


would be based as follows: 


(1) Without the transit privilege: 
Vancouver to Calgary T2¢ 
Galgary to Winnipeg 86¢ 
Total 158¢ 

(2) With a transit privilege: 
Vancouver to Calgary 72¢ 
Calgary to Winnipeg 4B¢ 
Total Freight 120¢ 
Transit Charge a4 
Total 1225¢ 


The $1.20 rate is the normal Vancouver to Winnipeg 
rate, and the 48 cents is determined by subtracting 
from the $1.20 through rate, the 72 cents already 
paid for transportation to Galgary. A small charge 
of 24 cents is added to the bill to cover the expense 
of the stop-off. 

264, The principal advantage to the processor 


using transit privileges is firstly the lower rates 


i a ‘SEs titer dient «  yetelss 


SeLiowe «5 ciivteq Holuw ealinaaq: 


| 7” 
stedtata amoe at boaeeeeotattacet? a soaaoes: : c 
: ae pad ve 

tyab dent? oo begahdane' med _ 


scp veynatte! nodtedeogenen 


»iuthea & weed bat tuemeven 
ary 


s , a) ay 
of quae: iE) ‘B ; gi 
i, 


toywooas¥ ‘mot? swan | hi 
>-onF .~prgiagtw edi ne aoe | 


et Bbesed od biiow 
a) 


ads $10 ht M | aE i nN | 


~“PuBODTAV 


ere" ap 


faIv0T 


seatnclw as 
gotdmertdss 
qheesis Simeon ST ack ‘oy Maud? OS, 56 sat. mo 
6 LJadrocegesdt | mot. Sb 7 . 
ti or? 2 Poaba. ef babes ‘ve 


Ta sal 9360 am 


ANGUS, STONEHOUSE & CO. LTD. Stechishin, Rutledge, 15868 
Trachtenberg, dir. 
(Mauro ) 


and perhaps even more important the fact that all 
processors located anywhere intermediate to the source 
of raw material and the market pay the same total 
freight charges, Without the transit privilege, 
Edmonton, for example, would pay 82 cents from 
Vancouver a Edmonton, plus 84 cents from Edmonton 
to Winnipeg for a total of $1.66 against Calgary's 
$1.58. Under the transit privilege both Edmonton 
and Calgary pay the Vancouver-Winnipeg rate of $1,20. 
265. Transit privileges are also of benefit 
to the carriers in that they permit a freer flaw of 
traffie and result in a wider diffusion of business, 
One advantage to the carriers which is not generally 
appreciated is the fact that the application of the 
lower through rate is contingent upon the shipper 
adhering to the prescribed routing from origin to 
final destination. This ensures that the carrier 
originating the traffic will get the movement from 
the transit point as well, since the routing from 
the point of origin to final destination is so 
prescribed as to protect the optimum length of haul 
to the original carrier. T& is our submission 
that if the railways were more liberal in the granting 
of the transit privilege, they could retain a larger 
share of the traffic from distributing and 
processing points. This traffic is particularly 
vulnerable to truck competition. 


266, We have stated that one of the prime 


advantages of the transit privilege to shippers is 
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that everyone located between the source of supply of 
the raw material and the consuming market has the 
same freight rate content in their costs, Conversely, 
it follows that in the absence of transit privileges 
certain intermediate shippers are at a disadvantage 
Since they do not have the same total transportation 
costs from the same source of supply to the same 
market, 
Ces « Where no transit privileges exist, it is 
usually found that the rate structure favors those 
industries located at the source of supply or at the 
market and is unfavourable to the development of 
industries located at intermediate points, This 
fact is graphically illustrated in a recent judgment 
of the Board of Transport Commissioners dealing with 
an application of the Alberta Phoenix Tube & Pipe 
Limited, 48 JORR 83. 
267. The following is an excerpt from page 85 
of that judgment: 

Wishout going into too much detail, this 
shows the situation which existed in the case of 
an Alberta pipe company which was in competition with 
an eastern pipe manufacturer and a British Columbia 
pipe manufacturer in the Vancouver market, The 
evidence showed that the eastern manufacturer had 
a total freight cabins in his finished product of 
$1.32 per 100 lbs., the British Columbia manufacturer 
had a freight content of $1,293 per 100 lbs., and the 


Alberta plant had a freight factor of $3,163 in their 


= : 


. Py ms a oe ms cis ” is 
Re % 7 . 
wy ‘ | ey cas ve 


hog oh 4 aur | i 


J eeabcant watts, », 24 wae esac a . ‘ yi: 
G6ivetnogeres Lory! wae sat svat tea om 


5 = 


suse oat of clodue "to sone, sabe. welled gO teoo fy 


i 
‘1 


> ae ° , : 
: i” 7 : ne : im 
ae : “ —_ 7 


a 


| . at? Sih 
G2 i ,3etre soneliving i tenesg or -sm0dy | nee | 


if ; hs “i a te 
‘a siudd stove) snviupies shes ond tad peer § yen Tf 

| Gli? 42 %e. tldere to pnts nd ge Detagor < OR: i 

te towne: : yon: etl, ot vigasimys tae at pam aeie. a 

edt ee Ee i ibamecavant 34 Betevol seratasmat fi 
Sepp yoows © itt vos tae aie LS eLebiigeny al ite 

dtiw astlust sveno Lestme® Proqnaa ee ‘to bussed < 

oq?t 2 ad? xigeaitl riod ‘eat te montwes Saye ii8 

-s€8 Shey, 64 bed taht 1 


6] 


28 #aeq mock torasexee a “pisielte® oft 3s: 2 
rtpemybut dudt 20 it 
etdd ,ListeD dour ‘aot evel gatos tvodt tw. 7 i i! 


to suso eed at hetalage dota ao hentia oad airodte 8 

dd¢iv mstijzeqss at «sw, deidu, galqwee satyatandtA ae te 
shite 503 wie + een St, agetese as 
edt Jove, (evnoneey orf af sosust es tua egiq , 

hal cattosluey apehnen eae verte bewode nonobivs 7 P 

to foubony beaelelt Oke mantles Mdgh ees Laide. a 
Hotes peice 2idnc lod, Gane ae yee ON5 aon deott | 
wid Bas, eds OL x9q seat, DeAnna’, Laie 
tied? ak. 125.64 Yo-rodant Idgeeed adbaadosta ince A 


ANGUS, STONEHOUSE & Co. LTD, SUC chishin, Rutledge, 15870 
ieee. Trachtenberg, dir. 


i (Mauro) 
2 cost, 
3 MR, FRAWLEY: The usual situation, 
4 MR, STECHISHIN: 
5 "In order to understand the difficulty, 
z it is necessary to set forth the rate 
7 situation as shown on page 4 and 5 of the 
8 formal application and as substantiated 
9 in the evidence, as follows: 
10 
Welland, Ontario, plant: 
a Average inbound rate on skelp 
Loss factor - 10 per cent 
a Pipe rate Welland to Vancouver (AC No.63) 
% Total transportation cost steel mill 
15 via Welland to Vancouver 
16 


17 Port Moody, British Columbia, plant: 
Average inbound rate on skelp (AG No.89) 
Loss factor - 10 per cent 

Pipe rate Port Mcody to Vancouver 


Total transportation cost steel mill 
via Port Moody to Vancouver 


Edmonton, Alberta, plant: 
Average inbound rate on skelp 
Loss factor - 10 per cent 


Pipe rate Edmonton To Vancouver 


Total transportation cost steel mill 


1 
via Edmonton to Vancouver $ 3.164 
per 100 lbs. 
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In the case of the Welland, Ontario plant 
the skelp éomes from Hamilton, Ont. and has 
been shipped at various rates averaging 11 
cents per 100 lbs., ranging from a 
competitive rate of 7 cents per 100 lbs., t 
15 cents per 100 1bs., Which is a normal 
commodity rate, both published in tariffs 
under the Railway Act, The pipe rates fro 
Welland to Vancouver of $1.20 ce an agreed 
eharge (C,T.C.(AC}No.63). The loss factor 
will be omitted because it is not necessary 
to a decision in this case, 
So far as the Port Moody, B.C. plant 
is concerned, the inbound rate of 95 cents 
per 100 lbs. on skelp is an agreed charge 


(G.f.C.(AC) No.89}, while the rate on pipe 


from Port Moody to Vancouver is a normal 
rate under the Railway Act. 

In the case of the Edmonton, Alberta 
plant, the inbound rate of $1.703 on skelp 
consists of an average of commodity rates 
under the Railway Act via all rail, lake an 
rail, or rail, lake and rail, The pipe rat 
of $1.29 from Edmonton to Vancouver is the 
normal rate under the Railway Act." 

268, The Board found that the rate situation 
did discriminate unjustly against the complainant, 


and prescribed rates to and from Edmonton, the sum of 
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Which were related to the total charges paid by either 
Hamilton or Port Moody. If the transit principle 
had been generally adopted, all three competitors 
would have been assessed comparable rates and the 
necessity for recourse to the Board of Transport 
Commissioners would not have arisen, 

MR, MAURO: 
269, The Minister of Industry and Commerce for 
the province of Manitoba presented to this Commission 
during its regional hearings in Winnipeg the details 
of an almost identical situation affecting a Manitoba 
industry: 

"A manufacturer of laminated 

rafters in a Manitoba town indicated that 

competitors in British Columbia enjoy a 

preferred rate on shipments to eastern 

Canada allowing them to ship the finished 

product to that market for less than it 

costs the Manitoba producer to bring in 

his raw material from British Columbia 


to Manitoba, The Manitoba manufacturer 


is subject to a total freight rate -- 
ineluding the cost of shipping both raw 
material and finished product -- of $3.43 
per 100 pounds on his sales to the eastern 
market, as against $1.52 per 100 pounds 
paid by his competitors in British 
Columbia," (Daily Transcript, Vol. 32, 


February 11, 1960, pages 4971-2). 


y he _ 4 a 
wd bisa souwarie [ado0 arf? od hsteler. li : 
| - aan? 


Sigtoulsy b hentia ont Si . hook e104 mo od tbe 


a 
arovlieymyo 8Sae £16 . 5) etQgobs Yoisteeg st od bad 


heatsees mead wt my 


ery DMs 2279" 7 ia ae 


a edt of combo tol 


J oa C1 22 C 5% yu = 
7 S 

«» avedt Jon Aigow arocote sinned ry 

. = ‘CRUAN oH rie 


dot smraiago ) intenibal tc xoee att oat +008. Ak 

oD 
: feds Laat to sonivozg bast 
MELSIel su: ~Sw ot enatuasd Lometpes evs geen 


Siclod tae 6 of + gofdantte tovkimeb? deems aa To- 


72 10 Le‘ 4a” 


> be O00 an a. rt sxe 12% ne : 


at }, ‘qa72 lI Signe o / i’ ; 


ceomotow te atax hexvaotonqg. . / (ean 


brs] i < } we iwolrta shamad 


- 
c 


s. cord s n't >> : indie ot, tanbotg 4 


af said -ooubepy edad LaaM sf sveoo 4 


E dota 5 ele mot] fabesdam wax ein 
a ' 


neve o2' tigen off 2900 ash of 


wry Sag3o3 s af desirous ef 


WaT déo? atti qaadh te Sep< afd gatboionl 


“a .Fe ko -- Joupoyy Sedetary bie iniqodan 7 


pean Mat "efes eff em @bavod OGL xeq 


yoq 92,48 Punleges ae aeten ve : 


ale 


ete? £4 ogres ath ‘s 


ANGUS, STONEHOUSE & CO. LTD. Stechishin, Rutledge ; 15873 
TORONTO, ONTARIO Trachtenberg, dir A 
(Mauro) 


COMMISSIONER MANN: Mr. Stechishin, I 
just wanted to raise a matter now without persuing 
it at the moment, Talking about transit here, 


generally, and transit, as we know, is a matter that 


has a lot of features to it, There are various 
kinds of transits, The transit you are dealing 


with here essentially, as I understand it, is 
fabrication or manufacture in transit which is not 

too common in Canada. I just wanted to find out what 
kind of transit you would favour -- whether you would 
go so far as to allow manufacture in transit that 

is not presently being done in Canada, Perhaps 


you could give this some thought and answer some time 


+2s- 


te 
= 


later, 

MR, STECHISHIN: We were thinking here of 
the principle of transis. Th 

COMMISSIONER MANN: Yes, but you have gone 
far beyond the present Canadian situation by dealing 
With these laminated rafters, for instance, and so 
i on. I vefer you particularly to transit, I think, 
that exists on steel or lumber, Perhaps you will 
give it some thought, 

MR, STECHISHIN: Yes, all right. 
270. If this Manitoba shipper were given a 
transit privilege he would be able to compete on 
equal terms with others in the same business. The 
government of Manitoba has stated that the railways 
should not be permitted to determine who shall and 


who shall not be allowed to do business in any given 
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market, 

a a It is our view that the railways should 
so adjust their rate structure to ensure that all 
Shippers along their lines have a ae equal 
chance to compete in a given market, taking into 
consideration inbound and outbound rates, If the 
railways fail to do this, the Board of Transport 
Commissioners should be directed to prescribe equitable 
rates in a manner consistent with the principle 
adopted in the Alberta Pipe Gase, or the railways 
Should be required to grant transit privileges, 

MR, MAURO Q: And the final matter which 
you deal with, Mr, Stechishin, is this question of 
terminal switching: what have you to say on that 
question? 

MR, STECHISHIN: 

272. The present regulations governing the inter- 
switching of freight traffic at junction points of the 
railways have their origin in General Order No, 230 
of the Board of Transport Commissioners dated May 17, 
1918, On October 26 of the same year the then 
Chief Commissioner in referring to this Order made 
the following observation: 

"The Board's General Order No. 230 

changed the interswitching practice 

in that it compelled railway companies 

to give interswitching instead of merely 

extending it at certain points as a 


matter of grace and also threw open the 
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interswitching service, not only to 
and from private sidings, but also to 


team tracks." (8 J,0.R.R., page 402). 


SI 3s The regulations under this Order have 
remained substantially unchanged to the present, 

From the shipper's point of view, the primary feature 
of the regulations was the requirement that the 
railways were compelled to provide interswitching 
service at a nominal charge up to four miles from the 
point of interchange. Beyond four miles the railways 
continued to be free to extend interswitching service 
"at certain points as a matter of grace", It 

would appear that the Board felt that there was no 
need to compel the railways to provide interswitching 
beyond the four mile limit probably because there were 
few shippers at that time who would not be included 
within this four miles limit, 

274. During the intervening 42 years the factors 
which led the Board to conclude that it was not 
imperative to require the railways to provide inter- 
switching beyond four miles have changed materially, 
and in the case of the larger urban centres have 
disappeared, Particularly since World War II, 
revolutionary changes have taken place in the growth 
and expansion of urban centres and in the location 

of industries associated with these centres, Whereas 
industries formerly sought to locate in the centre of 


metropolitan areas, the trend today is increasingly 
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toward location on the periphery of such centres, 
The regulations governing interswitching do not 
distinguish between small and large centres. In 
most of our large centres it has become extremely 
difficult, and at times impossible, for industries 
to ebtain suitable sites which are located within the 
four mile limit of interswiteching, As a result, 
these industries which have had to locate beyond 
the four mile limit are incurring either higher 
switching charges or additional local rates from the 
point of interchange to the plant site. These 
additional charges create an undue burden on 
industries in the peripheral areas, 

Q- Have any proposals been submitted 
concerning this matter of terminal switching? 

MR, STECHISHIN: 
eat haye In its submission to this Commission at 
the regional hearing in Winnipeg on February 10, 1960, 
the Winnipeg Chamber of Commerce suggested four ways 
in which this burden on industry could be alleviated, 
We shall discuss each of the suggested means. 

Abe Increase the number of interchanges in 

any urban area, 

276. Upon cursory examination this would appear 
to be the easiest method since it would entail no 
change in the regulations, and interchanges located 
less than eight miles apart would service all industries. 


However, the cost of constructing such additional 


interchanges can be high, especially in congested urban 
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areas, primarily because of the high cost of the 
necessary land acquisition, In addition, an 
interhcnage requires as a minimum a tract of land 
1,500 feet in length and 80 feet in width, The 
withdrawal of land of these dimensions from the 
downtown area presents serious obstacles to the free 
movement of vehicular traffic, 

as Extend the switching limit, say 

to six miles or else set it on some 

Sliding scale related to population 

or the developed acreage in a city. 
2TT% It would be a simple matter for the Board 
of Transport Commissioners to order the extension 
st the switching limit to six miles from the present 
four miles but while this might be of some assistance 
in the smaller centres, it would be of little benefit 
to Canada's larger cities, Adoption of a sliding 
scale based on population or acreage would appear to 
be more equitable since it would distinguish between 
these larger centers which require greater switching 
limits and those small centres which do not. However, 
any extension of the switching limits without direct 
compensation to the carriers would have to be 
reflected in the overall rate structure and the smaller 
centres might then complain that their rates are 
subsidizing switching costs in the larger centres, 

3,  Gonsider establishing the switching 

area as a circle on the basis of an airline 


mileage from the centre of the city or some 
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designated point, 
278. Railway interchanges are rarely located 
in the centre of a metropolitan area, Usually such 
interchanges are located somwhere on the outskirts 
and industry is served by an indirect route which tends 
to bypass the developed areas, This proposal has 
the advantage of basing switching charges on the 
distance from the economic centre of the urban area 
rather than from some more remote point selected by 
the railways for operating convenience, It also does 
not penalize the shipper for any additional mileage 
occasioned by the more circuitous route determined 
by the railway for purposes of operating convenience. 
It may well be, moreover, that in some cases this 
longer cireuitous route is less costly to the carriers 
than a more direct route through the city but the 
Shipper is required to pay for the additional mileage. 
4 Eatablish a switehing tariff with 
the proviso that the line haul carrier woul 
absorb the switching charge up to an 
amount equal to some specified percentage 
of the line haul charges. 
279. The shipper's primary concern is with the 
extent to which switching charges are absorbed by 
the line haul carrier rather than with the total amount 
of such charges, If the line haul carrier were to 
absorb 100 per cent of the switching charges at all 
times, the shipper's concern with the method of 


determining these charges would be largely academic. 
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In many cases more switching service is performed 

by the line haul carrier delivering its own traffic 
than by the combined switching of the line haul 
carrier and the delivering carrier, In the first 
instance the line haul carrier would assess no 
switching charges while in the second it would absorb 
none of the switching charges if the destination 

were over four miles from the interchange: one-half 
of the switching charges if the destination were 
under four miles from the interchange and the point 
of origin non-competitive: and all the switching 
charges if the destination were under four miles from 


the interchange and the point of origin competitive, 


----Short recess, 
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THE CHAIRMAN: Order, please. 

MR, MAURO: Mr, Stechishin, you were at 
paragraph 280, 

MR, STECHISHIN: 
280. Under the fourth proposal of the Winnipeg 
Chamber of Commerce a switching tariff would be estab- 
lished ensuring the switching earrier of a reasonable 
return for the services performed, The line haul 
carrier would then absorb all or a part of the switch- 
ing charges depending upon the revenues received 
from the line haul. For example, assume the switch- 
ing tariff is based on a charge of $3 per car per 
mile. Assume further, that the percentage of the 
switching charges to be absorbed by the line haul 
carrier were 10 pér cent. The following table 
shows the switching charges, the absorption by the 
line haul carrier and the charge to the shippers for 
representative distances from the per ene nes 


on shipments with illustrative line haul charges. 
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Line Haul Charge 


$100.00 . $200.00 300.00 


3.00 3.00 3.06 
3.00 300 3,00 
nil nid nil 
6.00 6.00 6.00 
6.00 6.00 6.00 
nil Aid ry 
9,00 9.00 9.00 
9.00 9.00 9.00 
nil nil nil 
12.00 12.00 12,00 
10.00 12,00 12.00 
2.00 niz nis 
15.00 15.00 15.66 
10.00 LS0G 15.00 
55.00 nil nig 
18.00 18.00 18.00 
10,00 18.00 18.00 
8.00 nil nil 
21,00 21.00 21.00 
10.00 20,00 21.600 
22,00 1.00 niz 
24.00 24.00 24.00 
10.00 20.00 24.00 
14.00 4.00 nil 
27.00 27.00 27.00 
10.00 20.00 21.00 
17.00 FeO nil 
30.00 30.00 30,00 
10,00 20.00 30,00 
20.00 10,00 nil 


is c ¢ ‘oyads | fi 
. = in . \ _ 4 ' MY ‘ e : nolegi 
in 5 . ; 6,2 eveqaise oF wee 


ee a8.) 00+ 75 0. 7S egsamt) gatito 
Ee Bas 99.05 06 .< . sokigy 
is x j 1. SS sxwaaise o? bs 


7 ot 1.0 00.08 st nal 


5a GU. 28 O00 00. noliqne 
> O Ie areqgisde2 oF 8 


5 
— 
al 

’ 

4} 

us 


28 


29 


see’ Toronto, ontario: Stechi shin, Ruttedge, 15882 
Trachtenberg, dir 
(Mauro ) 


Table 24 shows, down the left hand column 
the distance from interchange at either one mile, two 
miles, three miles, up to ten miles, er a0 
the line haul charge is $50, $100, hebch ieee $300, 
under the proposition here, we are not limiting ourselves 
to $3 per mile for switching orto the ten per cent. 
This is just to illustrate the principle. 
But let us take a shipment of four miles, for example, 
where the line haul charge is $100, the shipper would 
pay $2 for the switching, The line haul shipper would 
pay $10 of the $12 which the switching carrier receives, 
and the. switching carrier would receive his $12 for 
performing the switching service. If the switching 
required is greater, the shipper would be required to 
pay an additional amount. If the line haul charge 
was greater, the shipper would pay a smaller amount 
in switching charges. 
281 This proposal can be made effective 
consistent with the adoption of any of the three previous 
proposals. It has the merit of equity in that it 
would require the line haul carrier, which has received 
the greater revenue from line haul carriage, to 
share a portionof that revenue by absorbing SLi .0F 
a portion of the delivery cost, with the switching 
carrier. On the other hand, it preserves the revenue 
of the line haul carrier who has received a lesser 
revenue for his services. 
282. This proposal is consistent with the principle 


now found in switching tariffs which provide that no 
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2| required to reduce its line haul revenue below a 


3 specified figure. 

7 This is a quotation from the Switching Tariff: 
5 "The line haul revenue between shipping 

6 point and destination shall not be re- 

7 duced below $18.00 per car, unless the 

8 current tariff rate makes a lower charge. 

9 Illustration: - 

10 A car with freight charges of $22.50 upon 
il which connecting line's switching charge 

12 is $12.00, we -- thais, we the railways -- 
13 will absorb only $4.50, leaving the line 

14 haul point of origin to destination revenue 
15 of $18.00. The balance of connecting 

16 line's switching charge, namely, $7.50, 

if will be collected in addition to the 

18 freight charges." 


19! (Page 46, C.N.R. W 220-G). 


20/983, The fact that a particular shipment is between 
21 competitive or non-competitive points should have no 

22 influence, in our view, on the matter or on the amount 
23! of the absorptions by the line haul carrier. We 

2) submit that thie latter proposal, coupled with a more 

25 equitable basis for switching charges as enumerated 

26 in any one of the first three proposals of the 

27 Winnipeg Chamber of Commerce, best meets the condi- 

a8 tions and needs of present day industry and at the 


. same time safeguards the revenue position of the rail- 


ways. 
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MR, MAURO: Mr. Chairman, that completes 
the major submission of the province of Manitoba, 
Included in that submission has been the eee placed 
before this Commission in February by the Premier of 
Manitoba, which outlined in comparative detail what we 
have presented here today, 

Then, the brief of Trae Honourable Gurney 
Evans, Minister of Idustry and Commerce, touching 
on various matters of development in provinces such 
as Manitoba; tme brief of Dr. Morton, which set out the 
Manitoba Government's approach to this matter of 
national policy in transportation matters, and the 
submission of the Minister of Agriculture on the impact 
of freight rates on the agricultural communities. All 
of these we respectfully submit for your consideration, 
Mr. Chairman, and I would ask Mr. Stechishin now to 
answer the questions of the Commissioners and my learned 
friends. 


THE CHAIRMAN: Mr. Cooper? 


CROSS-EXAMINATION BY MR, COOPER: 

Q. Mr. Stechishin, I should like to refer, 
first, to the third paragraph of your Chapter I as 
contained on the first page of your submission. That 
@hapter I is entitled "Inequities in the Freight Rate 
Structure," 

In that paragraph 3 is a statement: 

"Mme matter of national economic policy 


is not within the purview of this precis 
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I refer you to page 6 of the submission where 
national economic policy is mentioned, i refer you 
to page 66 of the submission where again mention is 
made of national economic policy, in paragraph No. 148 
in these words: 

"These recommendations we submit will 

make possible the realization of national 

economic policy in regard te the movement 

of goods by water on the Great Lakes 

waterway system, particularly in its 

effect on the economy of Manitoba and 

that of the other prairie provinces." 

I should like to mention and refer you to the evidence 
presented to the Commission by the Premier of Manitohba, 
and particularly the transcript at pages 4200 and 4201. 
I am not going to read what the Premier said there, 

but briefly he did put the question of national economic 
Peidsy in the forefront of matters to be decided and 
considered, if not decided, by this Commission; and 

also he gave a definition of national economic policy. 

In view of the references to which I have 
referred to national economic policy in your submission 
and to the dominant position of this phase in the terms 
of reference as developed by Premier Roblin, would 
you please explain why you make the statement in the 
submission that the matter of national economic policy 
is not within the purview of this source of evidence? 


MR, STECHISHIN: Mr, Cooper, it was my 


impression in the preparation of this brief that the 
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question of national economic policy had been dealt with 
adequately at Winnipeg, particularly in the submission 
of Professor Morton. And, as a traffic ae Le Gels: LF 
would be going beyond that for wkrich I 700 been trained 
to discuss national economic policy in a general sense, 
What I tried to do here was to develop the inequities 

in the framework of what apparently had been established 
gs national economic policy, rather than to propose 
changes in such policy. 

Q. You refer to Dr. Morton's evidence, and 
for the purposes of the record that is contained in 
Volume No. 30 commencing at 4409, Would it be: correct 
to say, nevertheless, Mr. Stechishin, that what you have 
to say in this submission relating to inequities in the 
freight rate structure is nevertheless set within the 
framework of national economic policy? 

MR, STECHISHIN: Yes, I think that is correct 

Q. I might add set within that framework as 
established by Premier Roblin in his submission in 
Winnipeg and by Dr. Morton? 

MR, STECHISHIN: Yes, that is right, yes. 

Q. You have on page 2 of your submission a 
statement that there are four basic principles which 
operate to set the levels of railway rates in Canada, 
You go on to deal with these principles in turn, and 
inparagraph 6 you have an illustrative Table 1. The 
A part of that table deals with one car of commodity A 
and one car of commodity B. The B part of the 


table increases the number of cars, as does the C part 
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of the table. 

I notice that in each case you nave variable 
cost at $700 per car. Would not the variable cost 
lessen as the volume of the commodities being shipped 
in carloads increase? 

MR, STECHISHIN: I think probably in a general 
-- I am not a cost man, mind you, but I think in general 
what you say is true. But if these cars, ten separate 
ears shipped in ten different parts of the country, 
instead of one car in one part of the country, I cannot 
see it would have any serious effect on the cost of the 
oar. If it was shipped in one train, yes. 

Q. Assuming for the moment that ten cars 
were shipped in the one train, there might be a material 
difference in the variable cost which you there have at 
$750 per car? It might be materially less under those 
circumstances? 

MR, STECHISHIN: I was trying to illustrate 
the general proposition here that an increase in gross 
revenue does not necessarily result in an increase in 
net revenue. That is what I was trying to illustrate 
here, and not taking the specificcar or a specific 
movement, 

Q. But when you illustrate that proposition 
by tables, and when you assume for the purposes of your 
illustration that variable costs will remain constant, 
and when in fact variable costs might not remain con- 


stant, then would it be a fair suggestion that the 


tables lose their probative value, if they have any, 
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being merely illustrative tables in this matter? 

MR, STECHISHIN: I do not think that the 
variable costs would vary sufficiently to make that 
difference merely because of an increase in volume. 

The total cost per car would vary because then the 
constant cost is spread over more cars. But the whole 
principle of variable cost is that this is what it costs 
you to ship one car. 

Q. But I would have thought, and I think 
that you have already agreed -= you w¥F1l correct me if 
I am wrong == that if a greater number of cars are 
shipped in one train then the variable cost of each 
ear would go down? 

MR, STECHISHIN: Negligibly. 

Q> I would have thought it would have been 
somewhat more than a negligible decrease, but your 
answer is --- 

MR, STECHISHIN: If they are one train? 

Q. Oh, yes. 

MR, STECHISHIN: In that specific case, yes. 
They would go down because trainload rates are lower per 
ear than the single car rates, but if they wereon 
ten sepa tate trains then it would be negligible. 

Q. On the fourth page in paragraph 14 you 
refer to, at I am quoting: 

"Value of service in the traditional sense 

refers to the rate level which would yield 

the maximum net revenue to the carrier." 


Now, I am quite frank to confess, Mr. Stechishin, that 
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I have found this expression "value of service" used in 
several senses, and I should like you to tell the 
Commission just in what sense you are using the 
expression, Are you using it in the sense of value 

of the commodity; in the sense of value to the shipper; 
or, just what? 

MR, STECHISHIN: The value of service in the 
general sense, 

Q. Is that the same sense as the traditional 
sense? 

MR, STECHISHIN: Well, yes and no. Value 
of service meant one thing in terms of rates when the 
railway had a monopoly position and another thing today. 
Now, you could take the same meaning out of the term 
for both periods, excepting that you would wind up 
with substantially different rates. 

Q. What did it mean when the railways had 
a monopoly position? 

MR, STECHISHIN: When the railways had a 
monopoly position, the value of service was that level 
of rates which would yield the maximum net revenue to 

“the carrier, 

Now, it still means that, but at that time the 
determination of that value was by what the shipper was 
willing to pay to mave the commodity by rail. And, in 
the absence of moving by rail, he would have to either 
abandon the traffic completely -- today, although it is 


still his maximum, what the shipper will pay, it is 


no longer determined by whether the shipper can ship by 
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ANGUS, STONEHOUSE &co.LTo. StEchishin, Rutledge, 15890 
; APRONS, SUTARIC Trachtenberg, cr-ex 
(Cooper ) 


rail or refuses to ship at all. He has now an alter- 
native form of carriage. .it. has merely taken that 
value of service and reduced it. 

But the basic concept is still the same. This 
means what a shipper was prepared to pay when taking it 
by rail. 

Q. You are saying it means the same, really, 
but when the railways were in a monopoly position there 
was no alternative; now, there is an alternative method 
of carriage and that may have an effect on the level of 
walue of service, and that represents the difference 


between the two? 
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MR, STECHISHIN: That is right, A shipment 
moving under competitive rates is still subject to the 
value of service, but the value has now. been determined 
not by the shipper's ability to reach a market but 
by the shipper's ability to use another form of canes 
portation, You have the value of an article at the 
point of shipment and the value of that article at the 
destination, Now, there was presumably a greater 
spread between them because of the greater number of 
ways it could be eT Cnee to that destination, but if 
another shipper uses a truck to that destination, the 
value at that point is reduced and the first shipper 
can't pay any more or he won't seli it in that 
market, The value of service has come down, but it 
is still the same Stk concept that has to be deer- 
mined. 

Q. So it remains the same, the traditional 
sense is still there, but there are now perhaps differen 
tests to determine where it is. There are two tests: 
one, how much a shipper can afford to pay rather than 
not ship at all; and secondly, the other test would 
have been introduced by the competitive factor. 

MR, STECHISHIN: Yes, I think that is a 
correct summary. 

COMMISSIONER MANN: The principle underlying 
is not charging ide’ the traffic will bear. 

MR. STECHISHIN: That is a negative approach; 
it is not charging what the traffic can bear. 


MR, COOPER: Q. Can the whole matter be 
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summed up that way, Mr. Stechishin? 

MR. STECHISHIN: I can't think of an objection 
to summing it up that way at the present time, 

THE CHAIRMAN: That is a neat way of summing it 
up. 

MR, STECHISHIN: Paragraph 16, on page 5, Mr. 
Cooper, more or less Ponts it up in what we have been 
discussing: 

"Thus, while the'value of service! 

theory continues to determine the level 

of rates which will yield the tha ximum 

net revenue to the carrier, the value 

of service is no longer avernbnea by 

the ‘ability to pay' of the commodity, 

‘but rather by the rates charged by 

competing media of transport or by 

the cost ge teacmnppey performing the 

service himself. Only side no 

effective competition exists is the 

value of service determined by the 

ability to pay." 

And that is the ability of the commodity to pay. 

MR, COOPER: Q. That is why I was inter- 
ested in the value of the commodity when I commenced 
discussion of this subject, Mr. Stechishin, It comes 
in in the monopoly situation, but now perhaps not to 
be of validity. 

MR, STECHISHIN: The value of the commodity 


has only an indirect influence on the ability to pay. 
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If you have a $10 article and its ability to pay is 
only a dollar, it is less important to a $10 article 
than it is to a dollar article. | 
Q'. That is still of some iia. 
MR, STECHISHIN: There is some validity to it. 
Q. Now, at page 6, in paragraph 19, after 
having gone through the four principles, or principal 
factors in rate making, you say: 
"While the foregoing are the adie 
principles considered in the setting 
up of the rate structure, the over-riding 
principle is that of national policy. and 
public interest. Therefore, in order to 
assess whether or not there are inequities 
in the present freight rate structure, as 
this Commission has been directed to ascer- 
tain by the Governor in Council, we must 
look to thosepresent practices which tend 
to depart materially from the principles 
above enunciated, or which are in 
conflict with or tend to frustrate 
national economic policy." 
Now, we have heard a great deal throughout our hearings 
up to date, Mr. Stechishin, of national policy, national 
interest and national economic policy, and so on. Are 
you using the terms "national policy" and 'public 
interest" there as being synonymous in paragraph 19? 


MR, STECHISHIN: I think the public interest 


is national policy; yes, I think they are synonymous. 
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It may not be stated national policy. 
MR. MAURO: I don't want in any way to 
interrupt the cross-examination, but perhaps I might 
save my learned friend some time by saying that wherever 
Mr. Stechishin uses the term "national policy" or 
"public interest" it is used in the same sense as in 
the Premier's submission and Dr. Morton's submission 
in Winnipeg. 
COMMISSIONER MANN: Mr. Mauro, the phrase 
"public interest" may be different from the sense in 
which the Board of Transport Commissioners uses it 
from time to time in certain cases. The public interest 
is the interest of the public of Canada rathr than the 
interest of a particular public locality. 
MR, MAURO: We have used it in a sense that 
we have defined, and it appears at page 4201 of the 
daily transcript: 
"Q. What definition does the province 
of Manitoba give to this phrase 
‘national economic policy'? 

"A, ‘National economic policy' in 
Canada has evolved since Confeder- 
ation to meet the needs of the 
nation under changing circumstances. 
A definitiond ‘national economic 
policy' is not to be found in any 
one statute. It can be determined, 
however, by reference to the pronounce- 


ments and statements of the federal 
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government and our successive 

Prime Ministers since 1867. While 
it would be presumptuous to offer a 
single statement in definition of 
‘national economic policy,'we submit 
that it might be summarized generally 
as a policy or plan, or preferably 

as a series of policies or plans 

the object of which was to secure 

the development of Canada for all 
Canadians, National economic 
policy has been concerned with 
national development, with the 
utilization of our resources with 

a view to improving the standard 

of living of all Canadians regard- 
less of geographic location, This 
definition stresses the development 
of Canada for all Canadians; it 
emphasizes the utilization of our 
natural and kuman resources to improve 
the well-being of all Canadians in all 
regions of the country. 

"It is the submission of the 
province of Manitoba that in its 
fullest application 'national economic 
cpolicy' in Canada since 1867 has 


aimed consistently at fostering and 


promoting the development of the various 
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regions of Canada for the benefit of 
the entire nation, It has never been 
the intention that one area of the 
country should be preferred at the ex- 
pense of another area," 

And then he refers to the construction of the railways. 

MR, COOPER: My only purpose, Mr. Chairman, 
in dwelling on these phrases at all is that the Commissio 
has to consider what these phrases mean when the time 
comes to write the report. They are used a great deal, 
and I was merely endeavouring to obtain what assistance 
I could or what assistance it is considered proper 
that I should obtain from Mr, Stechishin on this point. 

Q. Now, I notice that the phrase ‘public 
interest," for example, does not appear to be used in 
Premier Roblin's submission, at least in that section 
of it as just read by Mr. Mauro, and in order that I may 
understand the submission clearly, is there anything, 
Mr. Stechishin, you can say with respect to, for example, 
this phrase "public interst", or shall we look for the 
meaning of "public interest" entirely in the submissions. 
that were made in Winnipeg? 

MR, STECHISHIN: I am reading from page 4201 
of Volume 29 of the transcript. This is Premier 
Roblin's answer under direct examination: 

"It is clear that thé governing 
ié 
phrases of the terms of yeference estab- 
i! 
lishing this body are 'fational economic 


policy! and'public policy', and that 
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2 these phrases, for this purpose, are 
3 synonymous," 
4 Q. Now, in the last part of paragraph 19 


5 you mention the problem of assessing whether or not 

6| there are inequities in the present freight rate structur 
7 as being, first an inquiry as to whether these four 

8] basic principles or any one of them have been violated, 
9| and, secondly, is the structure or are the present 

10| practices contained in the structure in conflict with 

11]| or tending to frustrate national economic policy? 

12| Now, I take it that your four factors or principal 

13| factors which you have enunciated are subordinate, 

14] are they, to national economic policy or national policy 
15|| and public interest as you have used those phrases? 

16 MR, STECHISHIN: I would think that the first 
17|| two are subordinate to and the third and fourth 

18 express it. The third and fourth principles are pretty 
19] well lifts from the Railway Act. 

20 Q. The third principle, public policy, as 

21|| evidenced by the Railway Act? 

22 MR. STECHISHIN: Yes. 

23 Q. I thought you said a few moments ago that 
24] there might be public interest or public policy which is 
25|| not contained in any statute? 

26 MR. STECHISHIN: There may be some, but I 

27| don't think there is any statute that doesn't contain 

28 || public interest. 

29 Q@. But in so far as it is not contained in 


a statute, and if we have ascertained that it is in the 
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public interest, then that consideration prevails, does 
it, over your first and second principles? | 

MR. STECHISHIN: Yes, over the first and 
second principles it would. 

Q. Would you say, Mr, Stechishin, that it 
would or would not be in the public interest that the 
railways in Canada should be maintaned in a financially 
healthy condition? 

MR. STECHISHIN: I think that the Manitoba 
position has always been that the railways should always 
be maintained in a healthy position, 

Q. I will turn to page 7, and you have 
already gone through the diagram there to which reference 
is made on that page in paragraph 21, The diagram is 
now A of Exhibit 153. Now, in your direct evidence 
you said that that diagram was meant to illustrate 
the four principal factors in rate making as you have 
given them in your evidence. I should just like you 
to take that diagram and take the four principles in 
turn and just tell the Commission how the diagram 
illustrates each one of those four principles. There 
may be some repetition in this, but I would like the 
Commission to have a clear understanding of this 153A. 

MR, STECHISHIN: Well, actually the diagram 
is showing the relationship of the four principles or 
the impact of the four principles on rates, I don't 
think I can answer your question in the way you put it, 
follow each one across. I will try to do so. The 


value of service, the first principle mention --~ 
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ANGUS, STONEHOUSE & CO. LTD. Stechishin, Rutledge, 15899 
TORONTO, ONTARIO Trachtenberg, er=-ex 
(Cooper ) 


Q. The first principle mentioned, "the 
floor or lowest level of rates is set at a level which 
will return to the carrier an amount equivalent to, 
but not less ihac the variable costs of providing the 
said service," 

MR, STECHISHIN: That is the solid line 
starting at 60 on the left hand column and with the two 
steps, a it were, in the line. What I tried to show 
here was that the variable cost of service is subject 
to change, that it may be at a level of 60 and then 
would go up with increased cost to some other figure, 
and each time the cost increases the variable cost 
itself of moving traffic would increase, 

Q. The variable cost of service line as 
you have it there represents the floor or lowest level 
of rates below which rates shouldn't be allowed to 
fall; is that correct? 

MR, STECHISHIN: That is right, sir. 

Q. Let us go to the second principle. 

MR, STECHISHIN: The second principle is 
the value of service. We have put it here as $1.20 
to start with, and it runs in a straight line right 
across. The point we are trying to illustrate there 
is that the value of service does not vary with a 
freight rate increase, or does not necessarily vary with 
a freight rate increase, If it is worth a dollar to 
make a shipment today and tomorrow the railways get 


an 18 per cent or 20 per cent increase, it is still 


only worth a dollar to me to ship those goods. 
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Qs I would have thought that the forcesof 
competition would have become more marked with a 20 
per cent increase followed by another 20 per cent 
increase as indicated on Exhibit 153A, and that might 
have an effect on the value of service line and therefore 
that line doesn't remain constant throughout. 

MR, STECHISHIN: That doesn't change the 

value of service. If I am shipping something to Vancouve 
and I am competing with somebody in Japan in the Vancouve 
market, the ocean rate doesn't change and that ocean rate 
determines the selling price in Vancouver. Now, I can 
meet that from Winnipeg to Vancouver, but if the rail 
rate goes up 20 per cent or 40 per cent, I would still 
have to meet that. The value of service has not in- 


creased to me; I still have to meet that. 
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s In the newer concept of value of service, 
+e Cie Sheausis rate went up, then the value of 
Service for me by rail would then go eas 

Q. Well, I think that isha I am 
perhaps trying to get at, 

MR, STECHISHIN: And I think, possibly, 
athe last portion of this diagram dees show that the 
railways have received permission mnder this last 
Anahi Ge to increase their rates to a level above 

the value of service, 


‘ 


Qe Yes, ‘ 

MR, STECHISHIN: But I would not .then 
pay the maximum permissive rate, I aad only pay 
that which the service is worth to me, Then we 
have what Mr. Edsforth referred to as atrition 
in the rate structure, because although the railways 
have authority to increase the rates it is useless 
for them to do so because I will not be able to pay 
it, and the railways must assess something less. 

THE CHAIRMAN: Might that go up by 
inflation? 

MR, STECHISHIN: Oh yes; this is assuming 
a constant dollar. I could not show inflation 
as well on a diagram of this nature, All the 
lines would in that case, 

COMMISSIONER GOBEIL: It is on account 
of competition that the last part does not go up? 


MR, STECHISHIN: Competition in the broader 


sense, It may be carrier competition or some other 
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ANGUS, STONEHOUSE & CO. LTD. Stechishin, Rutledge, 15902 
TORONTO, ONTARIO Trachtenberg, Gcr-~ex, 
(Cooper ) 


type of competition, 

COMMISSIONER PLATT: The value of service, 
as I understand it, does vary with time, but the 
variation is not related to the variable cost to the 
railway? 

MR, STECHISHIN: That is right, it does 
not vary with the railway cost, It may vary with 
costs divorced from the railway, It may vary with 
an increase in the selling price in the market I 
am trying to reach, It may vary with the weather, 

MR, COOPER Q: I think that is clear now, 
thank you, Mr. Stechishin, Let us take the 
third basic principle: "The third basic principle or 
factor governing the level of rates is that established 
by publie policy as evidenced by the Railway Act," 

Can you relate that third principle to your chart 
here? 

MR, STECHISHIN: Yes. Under the terms 
of the Railway Act -= not directly under the terms 
of the Railway Act, but in accordance with the 
Railway Act, the Board of Transport Commissioners 
does set the ceiling. It sets the maximum permissive 
rates the railways may charge. That ceiling on 
rates does go up from time to time and has gone down 
in one or two cases, but it does go up usually when 
the railways come forward and say that their total 
costs have increased, When the railways establish 
that their costs have increased _ that the maximum 


permissive level is now too low, the Board whem will 
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grant the railways authority to raise that permissive 
Level 

Qe Your third principle is related 
to the line "maximum permissive rate"? 

MR, STECHISHIN: That is right. 

Q. And to any ides lines on your 
diagram? 

' MR, STECHISHIN: Well, the point I did 
want to make was that the maximum permissive rate 
may be below the value of service, As a matter of 
fact, if it were not below it there would be no 
point in having rate regulation, However, it may in 
Some cases be above the value ee asics in which 
case it becomes ineffective in so far as regulating 
the railways is concerned, and, as a matter of fact, 
it may be said today possibly 95 per cent of the 
rail rates are below that maximum level, that the 
class rates are the maximum permissive rate -- that 
is set by the Board -- and all the other rates not 
at class rates are below the maximum permissive 
level. They are somewhere in the shaded portion 
of this chart, 

Q. Take your fourth principle, being 
the "further restriction imposed by the national 
authority that no rate set by the railways, be it 
higher than the variable costs and below the ceiling 
set by the value of service or by the regulatory 
agency, should unduly prejudice or discriminate as 


between shippers." Have you any comment with respect 
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TORONTO, ONTARIO % 
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to that principle considered with relation to 
diagram 153-A? 

MR, STECHISHIN:s That, again, I have shown 
here as a straight line across the diagram, and this 
is not something that generally applies to the 
rate structure, It will apply to specific rates, 

Qe You are referring now to minimum 
non-discriminatory rates? 

MR, STECHISHIN: Yes, and if the railways 
for one reason or another will reduce a rate for 
one shipper to a given market and another shipper 
oe that because of that wate reduction he has 

a ae] 
lest basiness into that market amd he is discriminated 
against, he will file an application with the Board 
protesting against the discriminatory rate, 

Q. Provided it is unjustly discriminatory? 

‘MR, STECHISHIN: Yes, he hasto establish 
that, If he @oes establish it, the usual 
procedure with the Board is to tell the railways 
that they mst either reduce this shipper's rates 
to the same level, or they must raise that rate 
which is complained against, The general result 
is that that rate is raised. So, it may for 
practical purposes be regarded as a minimum, 
Shippers don't complain so much that their rate 
is too high, ‘They complain that somebody else's 
is too low, This happened in the lumber case not 
too long ago, and I think it is in the record that 


the Canadian railroads said they would try to get the 
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SAUM: STONEHOUSE & Co, LTD, Stechishin, Rutledge, 15905 
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American pates raised, British Columbia shippers 
were complaining the American rates were too low 
into the central Ganadian market in comparison with 
the Canadian rates, and the railways were given the 
option of either getting the American rates raised 
or lowering the Canadian rates, and that frequently 
happens. 

Qe Well, in any event, it is the 
lowest rate which is non-discriminatory as between 
Shippers? 

MR, STECHISHIN: That is right. They 
can't go below that rate, in the latter portion of 
the diagram I tried to show if the variable costs 
were ebove that minimum rate, then the railways 
must charge or should charge no less than the 
variable costs even though it might result in 
apparent discrimination. 

COMMISSIONER GOBEIL: Before you leave 
this diagram, variable costs and maximum permissive 
rate would increase as you indicate: why should 
not the two always be parallel? For instance, you 
start between variable costs and maximum permissive 
level with 30 and then you end up with over 40 
difference between the two, 

MR, STECHISHIN: That, basically, is the 
horizontal percentage method of increasing rates. 
The railways say, "We have a ten per cent increase 
in costs", so they get a ten per cent increase in 


rates rather than a sum of money equivalent to what 
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ANGUS, STONEHOUSE &co.itto, Stechishin, Rutledge, 15906 
TORONTO, ONTARIO Trachtenberg, CYr=exX, 
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that ten per cent represented, I might give 
a clearer illustration of this last portion of this 
variable cost of service, The railways dave 
published for years these grain rates ree we have 
heard of in the course of this Commission, ‘Those 
rates were put in to meet certain competition from 
American ports, but if these rates are below cost 
they should be raised even though they would put 
the Canadian shipper at a disadvantage with an 
American shipper, because we are losing money on 
that rate, and it should be raised to the out-of-pocket 
costs rather than consider this element of 
discrimination. 

MR, COOPER Q: Your latest remarks 
are merely directed to the righthand side of 153-A 
where the gap is shown between minimum non-discriminator 
rate and variable cost of service, with the minimum 


non-discriminatory rate being lower than the variable 


cost? 

MR. STECHISHIN: That is right; only 
when that situation occurs. It is rare, I mst 
confess. 


Qo I want to move on to your section 
dealing with horizontal percentage rate increases 
and a further point in that section. [ have already 
referred to paragraph 21, which is, as a matter of 
fact, within the section, but I move now to 
paragraph 23 on page 8. You say in paragraph 23 


on page 8: 
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"It is also important to note that 

while costs have increased less with 

respect to line haul costs thats terminal 

costs during the post-war period, 
horizontal percentage increases tend 

to increase the charges related to 

line haul disproportionately to terminal 

costs." 

I just want to ask you, what is the source 
of your statement as to the disproportionate increase 
of costs as between line haul and terminal costs? 

MR. STECHISHIN: It is the result of quite 
abit of extensive reading in the last few years, I 
could get some specific references to answer that 
question, I understand from reading some of the 
material that is now being prepared for this Commission 
that that statement is made and will appear in 
evidence, if it has not already appeared, I would 
have thought someone has already said this. 

Qo Well, someone may have and I may have 
missed it, but I am trying to get on the record now 
any specific reference you have in support of that 
statement? 

MR, STECHISHIN: I will certainly get 
some, I don't have it with me at the moment. I regard 
this as more or less generally understood, I will 


have to dig out the references that did actually say 


So, I think Mr. Edwards said it. 
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i stechishin, Rutledge, 15908 
ae Trachtenberg, creex, 

(Cooper) 
this? 

MR, STECHISHIN: That is right, af 
think Mr, Edwards made that statement while on the 
stand, but I am not positive, 

MR, COOPER Q: Yes, he may have, If he 
dia, I can't recall whether it was a general 
statement or not, Dieselization and central traffic 
control you have pointed to in paragraph 23 as 
being factors which have pulled down line-haul costs 
in relation to terminal costs -- perhaps I should 
not say "pulled down" s the rate of increase has not 
been as great as in terminal costs? 

MR, STECHISHIN: That is right. 

Q. On page 10 you refer in paragraph 27 
to an excerpt from Tariff GFA 74-A effective February 
ll, 1952, and particularly the gravel building and 
sand building in bulk or open top cars -- that is 
in sub paragraph (f); and stone crushed or screens 
in bulk or open top cars, sub paragraph (g). | 5 
understand that, as a matter of fact, the Board 
took out these rates as given in (f) and (g) after 
complaints had been received from various persons; 
is that correct? 

MR, STECHISHIN: Well, they were in the 


tariff when it was first published. I wasn't too 


‘intevested in the particular movements at the time. 


It may be correct. I would have to check my 


tariffs to make sure, 


Qe Well, I am told the. complaints were 
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ANGUS, STONEHOUSE & CO. LTD. Stechishin, : Rutledge, 15909 
TORONTO, ONTARIO Trachtenberg, cr-exX, 
(Cooper ) 


made and as a result of such complaints on February 
the fourth, 1952 the Board took out (f) and (g). 

MR, MAURO: On February the ene 

ME, SOOPER: Yes, oe ree the 4th, 1952. 

MR, MAURO: The tariff wasn't published 
until February the 11th, 

MR, COOPER: I realize that is so, but 
it is a difference in the effective date. The order 
to which I have reference is --- | 

MR, MAURO: Oh, we will accept your 
statement, 

MR, COOPER: It is Order No. 78213 and 


is dated February 4th, 1952. 


---Luncheon adjournment, 
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ANGUS, CAA baled & CO. LTD. Stechishin, Rutledge, 15910 
Trachtenberg, cr-ex 


--- On resuming at 2.00 p.m. 


THE CHAIRMAN: Order, please. Mr. Cooper? 


MR, COOPER: Thank you, Mr. Chairman. 


CROSS-EXAMINATION BY MR, COOPER (resumed): 

Q. Mr. Stechishin, before the luncheon 
adjournment we were discussing subparagraphs (f) and 
(g) in paragraph 27 on page 10. For the purposes 
of the record, I would like to eall your attention to 
the Judgment of the Board in the latest 17 per cent 
Case, The Judgment is dated November 17, 1958. 

The reference is J.0.R. & R., Volume 48, No. 164A. 
In the course of the Judgment of the Board, these words 
appear, and I quote --- 

MR. STECHISHIN: What page? 

Q@.. This is page 14 in the pamphlet copy: 

"We also established a maximum increase 

of 10 cents per 2000 pounds on building 

sand and gravel and 20 cents per ton 

on crushed stone and stone screenings only 

to be assailed immediately by the crushed 

stone producers that their product was 
competitive with gravel. We promptly 

cancelled these exceptions so that a 

uniform increase applied thereto, evidently 

to the satisfaction of those concerned as 
no further complaint was made." 


I merely wish to have that on the record. If you 


have any comment with respect to it, Mr. Sechishin, 
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ANGUS, STONEHOUSE & CO. LTD, Stechishin, Rutledge, 15911 
<a Trachtenberg, cr-ex 
(Cooper ) 


perhaps you will make it now? 

“MR, STECHISHIN: This excerpt you have just 
read does not say whether they reduced suk increase on 
the sand and gravel to that on the stone, or whether they; 
cancelled it entirely. I would have to check the 
tariffs before I could answer that. 

Q. They @ncelled it entirely, I am instructedl, 
Mr. Stechishin, on both, and the 17 per cent applied on 
both. 

COMMISSIONER MANN: As I recall it, Mr. 
Stechishin, the increase never came into effect because 
the Board cancelled the section before the tariff 
became effective, 

MR. COOPER: That is so, and that accounts 
for what Mr. Mauro considers was a confusion of dates 
this morning. 

Q. Mr. Stechishin, I want to turn back 
to a matter I overlooked, if you don't mind. Would 
you go back to page 9, table 2? 

In that table you have variable cost at 
$600 per car with respect to ten cars of commodity A 
and ten cars of commodity B, down to the point where 
you have the line excess contribution of commodity A. 
That is line 7? 

MR, STECHISHIN: Yes. 

Q. Then, there appear the words "All 
rates subjected to a 20 per cent increase”. And on 


line 9 appear the words "variable costs at $600 per car.’ 


And on line 12,"variable costs at $600 per car." 
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ANGUS, STONEHOUSE a Co. LTD. Stechishin, Rutledge, 15912 
ara eree ce Trachtenberg, cr-ex 
(Cooper) 


In view of the fact that at that point there 
would have been a 20 per cent increase, would not the 
variable cost then have gone up, as pes is suggested 
and illustrated dha penmapineddy in Exhibit 153A? 

MR, STECHISHIN: That is correct, Mr. Cooper. 
It is an oversight on our part in preparing the table. 
However, it makes no difference whatsoever to the 
eonclusions drawn. If we assumed that those costs 
had gone up, say, to $720, which would be the 20 per 
cent increase, the figure in the $1 column to the 
right would then be $1500 under A and $300 under B, 
and the difference would still be $1200. 

Q. You mean to say that if variable costs 
increase it does not make any difference at all to the 
calculations? 

MR. STECHISHIN: Not to the calculations; 
not to the relationship. You would have $7200 
in the first case from $8700, for a $1500 difference. 
And from $7500, $300 from $1500 is $1200 --- 

MR. MAURO: The relationships remain the same? 

MR, STECHISHIN: That is right. 

MR, COOPER: Q. I go along now, Mr.Stechishin. 
to page 11, paragraph 30: 

"One of the principal reasons for the 

establishment of this Commission, there- 

fore, was for the purpose of investigating 

and recommending a solution to this major 


inequity of horizontal percentage rate 


increases,” 
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Trachtenberg, cr-ex 
(Cooper ) 


I am suggesting, Mr. Stechishin, that it might be more 
accurate there to repeat, rather, the terms of reference 
than to state what you have done, 

The terms of reference as contained in 
Appendix I to Exhibit 153 mentions as A -- 

"(a) Inequities in the freight rate 

structure, their incidence upon the 

various regions of Canada and the legis- 

lative and other changes that can and 

should be made in furtherance of national 

economic policy to remove or alleviate 

such inequities," 
I am suggesting, Mr. Stechishin, that under that wording 
it is open to the Commission to find, if it sees fit, 
that horizontal percentage rate increases do not in 
fact constitute inequities in the freight rate structure? 

MR, STECHISHIN: I find that difficult to 
accept, Mr. Cooper, because paragraph 29, immediately 
preceding that section, is a quotation from the Minister 
of Transport, wherein he discussed in one breath the 
17 per cent horizontal increases and in the very next 
breath the appointment of the Commission, indicating to 
me, at least, that in his mind the two were very closely 
related. 

Q. Perhaps we are getting into a legal question 
here as to the interpretation of the terms of reference, 
but I would suggest they are self-contained” and speak for 
themselves, and there is no specific mneedy of horizontal 
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eee foe & OO kee. Stechishin, Rutledge, 15914 
Trachtenberg, cr-ex 
(Cooper ) 


MR. MAURO: There is no question about that, 
Mr. Chairman, I might repeat that that was not Mr. 
Stechishin's statement, but a statement Prec re she 
read in all of page 11, and this will pail matter to 
be argued as to interpretation, 

MR, COOPER: Q. On page 13, paragraph 35: 

"The flat increase per 100 pounds 

(or ton) which is the opposite to the 

horizontal percentage increase method 

created similar problems, In the 

case of the horizontal percentage increase 

method, the problems created bear on 

the long haul shipper. In aan 

of the flat cents per 100 pounds method, 

the problems created bear on the short 

haul shipper, but in the case of the short 

haul shipper the railways have recognized 

the need for exw mptions,." 
You go on to paragraph 36, and you state that the one 
major exception to this general statement occurs on 
so-called transcontinental traffic between British 
Columbia and Eastern Canada, A and B groups and east 
thereof. 

Is it suggested here, Mr. Stechishin, that 
there is a direct connection between the horizontal 
percentage increases and these rates, in the sense of 
one being an exception to the other? I sugest that 
they are two separate subjects and that in the one case 


we have the matter of horizontal percentage increases 
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ANGUS, STONEHOUSE & CO. LTD, Stechishin, Rutledge, 15915 
Trachtenberg, cr-ex 
(Cooper ) 
and in the other case something quite different -- 
competitive rates? 

MR, STECHISHIN: Not necessarily, Mr. Cooper. 
If you refer again to Exhibit 153-A, the British 
Columbia rates, to a greater degree than other parts 
of Canada, are in this last category. fhat is the 
right hand side of that page. 

Q. What are you referring to? 

MR, STECHISHIN: Ex@ibit 153-A. 

Q.. I253-A. Oh, yes. 

MR, STECHISHIN: That is right, and the 
maximum permissive rate is higher than the value of 
service to British Columbia in many cases, so that 
the railways are unable to recover from those long haul 
rates or the transcontinental rates, and the railways 
find it is necessary for them to publish a competitive 
rate to British Columbia, This has been done in many 
cases, and, as I suggest here, in more cases than it 
has been done to other parts of Canada, . 

Q. Are you suggesting that the transcontinen- 
tal rates, then, are in fact an exception to the horizon- 
tal percentage increase method or system? To me, 
they are different. One is one subject, and, in the 
other area, you have got a number of rates to which 
you cannot apply the horizontal percentage increase at 
all, but there is no questiond the railways making 
an exception to the system of horizontal percentage 


rate increases in the transcontinental competitive 


rates. 
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ANGUS, ayensnquen & CO. LTD. Stechishin, Rutledge, 15916 
Trachtenberg, cr-ex 
(Cooper ) 


MR, STECHISHIN: Mr. Cooper, all of the 
various rates are very closely interrelated, fi, recall 
the remarks of one of tu aiter voaetautonees of the 
Interstate Commerce Commission who eee the rate 
structure to a bowl of jelly; you couldn't touch it 
in one place without it having an effect on the other, 
I cannot think of the two as being completely divorced, 
They are related. And it was the percentage increase, 
not just this postwar, but even before that the increases 
themselves, which put the B.C. rates beyond that which 
the shipper was prepared to pay, primarily due, I 
suppose, as we say here, to the fact that he could 
use the American railroads whose rates, in turn, were 
reduced by the American steamship companies. 

COMMISSIONER MANN; But, Mr, Stechishin, the 
ex parte increases in the United States have raised the 
American rate level, and surely that must have had an 
influence on the transcontinental rates in the United 
States. So that, ever since the ex parte 175, 
or if you want to take it back that far, the American 
rate level must have risen. So that it is your con- 
tention that the Canadian transcontinental rate level 
has risen in cognizance with the American level? 

MR, STECHISHIN: I would not go so far as 
to say in cognizance. Transcontinental rates have 
gone up; unquestionably, transcontinental rates have 
gone up. In some cases they may have gone up as 
much percentagewise as the class rates transcontinental 


but they are still lower by and large, and to the extent 
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ANGUS, cee ti atierhas LTD. Stechishin, Rutledge, 15917 
Trachtenberg, cr~ex 
(Cooper ) 


shown by the Waybill Analysis, 80 per cent of that 
traffic is not affected by the Canadian horizontal 
percentage increases, | 

COMMISSIONER MANN: If I may just pursue 
this for one minute, I notice this is brought out on 
Table 3, page 14, of your submission, You have there 
44 competitive rated cars. I suppose those are the 
cars that move from the coast on eastern Canada on 
Canadian Freight Association tariff 1-N, I think it is, 

MR, STECHISHIN: On competitive rated 
cars? 

COMMISSIONER MANN: Yes, 

MR, STECHISHIN: Not entirely, but very largel 
in 1-N. 

COMMISSIONER MANN: Almost exclusively in 1-N 
from eastern Canada. The other is 

MR, STECHISHIN:s There may be some specific 
commodity tariffs covering that traffic as well. 

COMMISSIONER MANN: What I was coming to, 
Mr. Stechishin, 1-N, in your experience, has taken the 
increases --- 

MR, STECHISHIN: 1-N, 1-M has been reissued. 
I knew the 1-M better than the 1-N. 

COMMISSIONER MANN: It was made subject to 
Canadian increases? 

MR, STECHISHIN: Yes. 

COMMISSIONER MANN: So when we are talking 
about holddowns -- if you want to use that phrase in 


its loose context, as I am using it here -- your 
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eS COuE TD: Stechishin, Rutledge, 15918 
Trachtenberg, cr-ex 
(Cooper) 


contention of the exception of the British Columbia 
rate really relates more to the Lottie se that moved 
under agreed charges? 

MR. STECHISHIN: As far as the shipper is 
concerned, it matters not what you call the rate. He 
had a rate of so much, and he did not take the full 
increase because of some form or another of competition. 
Now, it does not matter whether you refer to it-as an 
agreed charge or a competitive rate. What we are 
saying here is that the impact of horizontal increases 
was less on British Columbia because of the fact that 
some of the traffic was subject to competition, Now, 
the question of whether it is an agreed charge or 
competitive rates was merely the method by which they 
met that competition, 

COMMISSIONER MANN: I understand that position, 
I was really seeking information relating more specifi- 
cally to Table 3, where you have a percentage of 84 per 
cent in the case of British Columbia respecting traffic 
from eastern Canada. You say: 

"Relief from the full impact of horij- 

zontal percentage increases." 

What I wondered about was the 44 cars which you show on 
Table 3 as being competitive-rated cars, and presumably 
subject to Canadian Freight Association Tariff 1-N 
perhaps take the increases. you see, if they did, then 
your final percentage is less than 84 per cent. 


MR, STECHISHIN: Not necessarily, ‘again. In 


the first place, we have to consider why these rates were 
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ANGUS. Trento ontario SC SLedhiskin, Rutledge, 15919 
. Trachtenberg, cr-ex 
(Cooper) 


put into 1-N, They may not have been in 1-N at the 
start of the period ang later on they were put into 
1-N, for competitive reasons, Having secs put into 
1-N, they took the increase, There oe have been 
some of those. I do know from the Canadian Pacific 
Railway Exhibit which has been entered, the yieldstick 
formula, so called -- the railways admitted they could 
only get 50 per cent of the increase on competitive 
traffic, and the net figure on agreed charges is 
something less than one per cent. 

MR, MAURO; Mr. Stechishin is referring to 
an exhibit filed by the Canadian Pacific Railway 
in the 17 per cent Case, and also an exhibit in this 
case too, | 

COMMISSIONER MANN : I think I have the 
information I wanted, thank you. 

MR, COOPER: Q. My only purpose in putting 
the gestion as I did, Mr. Stechishin, was to clear up 
a point in my mind as to whether you are saying that 
competitive rates,which was really what these trans- 
continental eres as I understand it, constitute 
an exception to the system of horizontal percentage 
increases, or are merely a body of rates 
which by force of circumstances cannot take the hori- 
zontal percentage increases. 

MR. STECHISHIN: They are a form of exemption, 
because when they find that they cannot take the full 
increase, the railways then publish soupevibive rates. 


Q. I think I understand what your point is. 
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ANGUS, STONEHOUSE & co.tTto. Stechishin, Rutledge, 15920 
aera Trachtenberg, cr-ex 
{Cooper ) 


Thank you, 

Page 15, paragraph 30, the first sentence 
there reads: 

"American railroads, by and large, are 

regional railways." 

In your view, would it be desirable in Canada to have, 
if not regional railways, at least regional systems 
of rates in the west? 

MR. STECHISHIN: There has been on a number 
of occasions proposals made to various bodies, inves- 
tigating bodies in Canada, for what they refer to as 
regional accounting. I have heard that term used, And 
in this particular brief, the Manitoba Government has 
not taken a position on the specific ee you are 
raising. It is a subject which is large and which 
would require a tremendous amount of study. I do not 
think I could at this time commit myself one way or 
another as to the desirability of it. It has advantages; 
but it also has disadvantages. 

Q. The Manitoba Government takes no position 
in the matter, then? 

MR. STECHISHIN: Not on that matter, no, sir. 

Q. Fage 16, the very last line on the page, 
paragraph 45: 

"The railways have stated that market 

competition is not recognized within 

Canada." 

Would you just give us the source of that statement? 


MR, STECHISHIN: I would have to dig it out, 
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ANGUS, STONEHOUSE a Co. LTD. Stechishin, Rutledge, 15921 
— Trachtenberg, cr-ex 
(Cooper) 


Sir. I distinctly remember the evidence, It appears 
in Mr. Robert's testimony, I remember it very well. 

Q. I am of the tmpression the statement 
was made, but I would like to have a direct reference 
to it. 

MR, STECHISHIN : I have it underlined in 
red. I remember the statement very well. 

Q. Thank you very much, Would you turn 
to page 86; in paragraph 47 you refer to shippers with 
intermediate hauls. Now, there was some discussion 
with the Chairman yesterday as to what constituted a 
long haul and what constituted a short haul, and now 
you have used this expression "intermediate haul". 
Perhaps you could just go over that wees again and 
indicate clearly to the Commission what you consider 
to be a short haul, an intermediate haul, and a long 
haul? 

MR. STECHISHIN: I am rather on safe ground 
there because I said nothing under 200 miles could be 
considered a long haul, and nothing over 1000 miles 
could be considered a short haul. Therefore, anything 
between the two must be intermediate. 

Q. Well, I just wanted to put that question 
to you as to intermediate hauls.to see if, on reflection 
you would reiterate what you said yesterday and conelude 
that an intermediate haul must be from 200 to 1000. 

MR. STECHISHIN: It is a relative:tern, Mr. 
Cooper. In the case of transcontinental traffic, 


where Vancouver is 2800 or 2900 miles from Toronto 
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and Montreal, and qinerees is 1200 or 1300 miles, 
I would say that Winnipeg was in that case the 
intermediate in relation to that longer movement. 
However, the 1200 mile haul by itself, I think, 


would be considered a long haul. 
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ANGUS, STONEHOUSE & CO. LTD. Stechishin, Rutledge, 15923 
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COMMISSIONER MANN: I suppose that these 
definitions are subject to modifications in the 
text, because I would think that, for instance, 
the mileage Toronto-Montreal, which is 335, would 
fall clearly within the intermediate definition, 
and one tends to question whether or not the burden 
of the increases in the post-war period has fallen 
unmitigatingly on this 335. 
MR, STECHISHIN: There is the factor 
that you have the water parallelling the entire 
movement in this case. The intermediate term, 
long-haul term, is a relative term, and must be 
compared with some thing at the same time. It is 
a comparison of hauls rather than a specific mileage, 
MR. COOPER Q:: Page 19 in paragraph 49 
it states: 
"The formula which the province 
of Manitoba wishes to present for 
eonsideration is as follows: in the 
absence of the necessary cost data 
we have assumed that, for-purposes 
of exposition increased costs experienced 
by the railways are evenly divided 
between terminal and line-haul costs." 
You go on from that and base your formula 
on that assumption, You usq | the percentage part 
of the formula to cover line-haul and the flat rate 
increases to cover terminal sete is that correct? 


MR, STECHISHIN: That is correct. 
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ANGUS, STONEHOUSE & CO. LTD. Stechishin, Rutledge, 15924 


TORONTO, ONTARIO Trachtenberg, CYre-e@X,. 
(Cooper ) 


Q- Why should the percentage part of 
the formula cover the line-haul and the flat rate 
increases the terminal costs? It might be suggested 
that it might even be the other way Sorae 

MR, STECHISHIN: The reason there is that 
the terminal cost, the average terminal cost, let's 
say, is the same for a long haul shipment as for a 
short haul shipment, Now, it doesn't matter whether 
in between those two you have travelled one thousand 
miles or one hundred miles; you still have the 
switching at origin and switching at destination, 

It is constant per shipment, 

Now, the line-haul cost varies with the 
letigth of haul, and the rate itself is the Gouna 
ne constant factor of terminal costs plus a 
variable factor of line haul costs plus the terminal 
haul, Now, it would be ineorrect to increase the 
one hundred mile haul by cents per hundred pounds the 
same as for the thousand mile haul, but it would be 
accurate to increase the cost represented by terminal 
in the rate the same as for the one hundred mile haul 
as for the one thousand mile haul because they both 
have terminal services. 

COMMISSIONER MANN: One difficulty I have 
is that I don't quite know what happens to the 
intermediate terminals in this. Take a short haul 
movement which has two terminal costs in the pure 
sense of the word, say, thirty mile haul and no 


intermediate terminal at all, and then compare that 
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ANGUS, STONEHOUSE &co.Ltp, Stechishin, Rutledge, 15925 
baa tales Trachtenberg, cr-ex, 
(Gooper ) 
to a two thousand mile haul whieh has six or seven 
intermediate terminal operations, Where do you put 
these intermediate terminal charges? Do you put 
them into the iine-haul? 

MR, STECHISHIN: We haven't attempted to 
separate the line~haul from the terminal. We made 
an arbitrary assumption of 50-50, The United States 
practice is to lump all charges together under 
terminal, They have a constant factor added in of 
interchange costs, so that would vary with the length 
of haul, yes. 

GOMMISSIONER MANN s So in this definition 
the intermediate terminal would be ascribable to what 
you call terminal costs? 

MR, STECHISHIN: Not mecessarily. They have 
this reflected in the line-haul costs, 

On page 94, Table 23, these are line-haul 
costs. Now, you will notice the fourth column shows: 
"Less Interchange", and then I have marked it not 
applicable, because traffic in Canada is not 
interchanged between one railway and another. So 
that is included in line-haul rather 2 in terminal, 
in the United States practice at least. 

COMMISSIONER MANN: Thank you very much, 

MR, COOPER Q:; At page 20, Mr. Stechishin, 
paragraph 51 --- 

MR, MAUO: Before that question, Mr. Cooper, 
my learned friend Mr. Sinclair requested some 


information as to the calculation of this particular 
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ANGUS, STONEHOUSE & CO, LTD. Stechishin, Rutledge 9 15926 
TORONTO, ONTARIO 
Trachtenberg, cr-ex, 
(Cooper ) 


2| formula, this 3.5 cents plus the ten per cent increase, 
3| In the transcript I said to him we will see if we 

4| Will make it available, It is available. I don't 

5| want to delay Mr. Cooper's examination; I just wanted 
6| to tell the Commission it is there, 

7 | MR. COOPER: Perhaps I can just put the 

%| Question and then you can determine whether or not you 
g| want to put in what you now have. 

10 Q. "Tests which have been made of 

ji| the unrestricted application of this formula to the 


12| rates on the very short haul traffic and to low grade 


14| Qualification in the application of this formla may 


13| commodities moving at low rates indicate that some ee 
15 be necessary in order to maintain traffic flow", 


4 
hy 
i6 || Now, my question is simply: what tests have 


17| been made and with what results? 

Tal MR, STECHISHIN: Well, Mr. Cooper, if I 

| might refer here to Exhibit No. 153-D and the first 
| page of 153-E, the first page of each exhibit, and 
|| make some comparisons, I think possibly I can answer 
your question. 


23 || Q. Thank you, My. Stechishin. 


formula we then felt it would be useless to present 

6 | it without’making an actual check to see if it was 

Bel resTi Stic or not, and what we did was we went through 
the Waybill Analysis and selected major movements of 

| commodities in large quantities. / We also did this for 
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Canada, amd the first one shown in 153-D is copper, 
nickel, ore and concentrates presently moving at 

an average of 3.2 cents. Now, I haven't used fractions 
of a cent in Exhibit 153-E: but let's accnee that that 
rate is three cents, If we apply the formila without 
the modification, the increase shown in the last 

column of 153-E is 3 3/4 cents, That rate would 

go from three cents to 6 3/4 cents. 

Q. I follow you. 

MR, STEGHISHINe We felt it was an 
unrealistic increase at least to put in at one 
particular time, True, we have had a one ere per 
cent cectenes altogether, but it has come in in ) 
steps. whewe 1t could be digessed; but to hit 
industries all at one time was not realistic. We 
Pelt that some modification had to be made, and the 
modification we have put in is the result of that 
conclusion, Under the modification a rate of 
oe cents would go up by li cents, which is a total 

vate of 4: cents; still pretty heavy, I admit, buf 
still less heavy than the formula and not much 
heavier than the 20 per cent increase, The 322 
cent rate goes up with the modification under our 


forma, to 4.5 cents and without it to 3.8; the 


‘ oH # i 
Raa) I 
discrepancy or the additional impact is only .7 cents. 


That, we felt, was not too mich to expect industry 
to absorb, assuming that the railways must have 
the additional funds. At the same time it was 


more than they would be getting under the straight 
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hee | 
flat increase, 


. 1 Q. | You might “at, this point just go 
through the actual steps by whieh you eeniye at your 
modification. j 

MR, STECHISHIN: That is spelled owt right 
in the text, sir, This again, I admit, is an 
arbitrary figure, The formula cuts it in half and 
the modification doubles the percentage. Now, we 
are not tied to that, 

Now, it says: 

"Thus a low grade, low rated 
sommodity moving at a rate of say ten 
cents before the increase would be 
subjected to the lower of either a 
HO per cent increase which would represent 
four cents or the formula which might 
provide for 3.5 cents plus a ten per 
cent increase or a total of 4,5 cents, 

In this illustration the increase would 

be limited four cents," 

That is illustrated on the tenth line 
of Exhibit 153-E, The ten cent rate would take an 
increase of two cents, and at ten per cent plus 3.5 
cents as modified to four cents, and without the 
modification 445 cents. 

o. Let's take your first item in 153-D, 
copper, nickel, ore and conceritrates, You start with 
arate of 3.2, 


MR, STECHISHIN: That is right. 
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Qe That is under tem cents, so you are 
going to apply your modification formula to it, 

MR, STECHISHIN: The formula is not limited 
to ten cents, If the modification produces a 
higher rate than the formula, then the formula 
governs -- the lower of the two, 

HE CHAIRMAN: Heads I win, tails you lose, 

MR, STECHISHIN: I wouldn't want to put 
it that way, no. 

MR, GOOPER Q: Gopper, nickel, ore 
and concen/grates is 3.2, Where does your 40 per 
cent increase figure come in there? Do you apply 
40 per cent ineci#gase to it and then apply your 3.5 
cents and ten per cent to see which is the lower? 

MR, SPEGHISHIN: Yes. The 40 per cent 
increase would be 1.28. 

Qa Well, it doesn't matter as long as 
we have the method, What was puzzling me was where 
you got the 40 per cent imcrease, That was just 

can arbitrary figure you have taken. 

MR, STECHISHIN: Yes. his formula 
we believe could not be put into effect without the 
Board of Jranspovt Commissioner having additional 
informations from the railways, which they do not 
have, With that information they could determine 
whether it was iO per cent, 45 per cent, 15 per 
cent, or ten per cent, 

Q. What would that information be? 


MR, STECHISHIN: I€ would require a 
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TORONTO, ONTARIO 1 
Trachtenberg, cr-ex, 
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separation between terminal costs and line-haul costs, 
which today is not available, 

Qe And that's it? 

MR, STECHISHIN: Pretty weit, 

Q. What would be the effect of truck 
competition when you have a flat cemt increase -- 
if I may put it this way -- a formula increase on 
the short haul shipper?. 

MR. STRCHISHIN: Lt would depend on the 
rate that was in existence prior to the increase 
and also after, 

Q. But as I understand your method 
as contrasted with the present method, the short haul 
Shipper is going to bare more now, 

MR. STECHISHIN: The long haul shipper 
bears more now, But it has the same effect one way 
or the other, 

Q. But wouldn't the competition be 
felt more on the short haul shipper? The railways 
lose more revenue by the adoption of your method, 

MR, STECHISHIN: I fail to see why that 
should follow, I question whether it would follow, 
If a trucker is going to compete he is more interested 
in the dollar and a half increase than he is in the 
two cent increase. 

Q. Except that the haul may be beyond 
the capabilities of the truck by its very length, 


MR, STECHISHIN: I would like Mr.’ Hume 
By 
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of the trucks, 

Within the province of Ontario -- if I 
can refer to Exhibit 154 -- traffic within Ontario 
is 4,458; that is page 1 of tha’ sin ltbiky Now, if 
we compare that figure with page 28 --. 

Qe I am sorry, Mr. Stechishin, what 
was your first figure there? That is on page 1? 

MR, STECHISHIN: Yes, moving from Ontario 
to Ontario, 

Q. 4, 4589 

MR, STECHISHIN: That is right. 4,458 cars 
short haul traffie, moving within Ontario. 

Now, if you turn to page 28 of the same 
exhibit, again under Onterio te Omtario we find that 
mine products are 2,369 cars or more than 50 per 
cent of that traffic, and that is not the type of 
traffic which is generally admitted the trucks are 
looking for. 

Now, page 56, the commodity competitive 
rates by carloads, we find that there are 1,356 
cars moving within the province of Ontario competitive, — 
and the agreed charges which appear on page 61 
shows 677 carloads within eastern Canada. That 
totals a little over 2,000 cars of the 4400, indicating 
that a little less than half of that traffic is 
competitive today. 

COMMISSIONER MANN: If you look at 
Exhibit 153-D, Mr, Stechishin, the first page, your 


Table II-2A, the seventh item from the bottom, 
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ANGUS, STONEHOUSE & CO. LTD. Stechishin, Rutiedge, 15932 
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1 (Cooper ) 

D waybill classification 799, Manufactures and 

3 Miscellaneous, Ontario to Quebec, Mileage 337; 

4 in other words, roughly Toronto to Montreal, The 
5 rate is roughly the rate under the trailer van 

6 system of rates, Now, that was not increased in 

7 the last 17 per cent increase, If your formla 

8 Should require an increase above the 17 per cent 

9 increase it becomes even more unrealistic than the 
10 17 per cent straight horizontal increase, 

i1 MR, STECHISHIN: Except that under this 
12 formula it would be a lesser increase, 

13 GOMMISSIONER MANN: I was expecting you 
14 to say that, and therefore I would like you to refer 
15 to items on the same page shown under gasoline. It 
16 is in the fourth colum from the top there, 

17 MR, STECHISHINs Ontario to Ontario? 

18 | GOMMISSIONER MANN: No, Saskatchewan 

19 to Saskatchewan, Alberta to Alberta, classification 
20 No. 501, gasoline in both cases, and in the first 
4 one, Saskatchewan to Saskatchewan, the average 

a haul is 155 miles, in the second case, Alberta to 
23 | Alberta, the average haul is 174 miles, Both 

ie of these movements to my knowledge are taking 
25 place now under agreed charges, There you would 
6 not be able to put an increase on them no matter 
27 what formula you use. What happens to movements 
28 of that kind? These are short haul movements 

29 by your definition, 


MR, STECHISHIN: There is going to be 
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2 always certain items of traffic which the railways 

3 cannot increase under any circumstances. Now, I 

4 don't think that the existence or the use or the 

5 failure to use our formula is going to change that 

6 situation one iota, Any increase is going to be 

7 on those items which can take that increase, Now, 
8 the question is how are we going to divide that 

9 money, add some here and take off some here and 


10 come up with the same item, 


ayantion tobi’ eonivy or tian? tes vat 
I won sReoaet nutexto Tee every | 
ead! 20 Wess gift 0 womstence ont? beans a oS 7 

Yedd wgnarty 49 grtoy pt e Cine? eke ee Ot venta 
> ed Od wetog wi sddersat YHA ses onto roturtte 


pean ; 
re 7 


WOM  .geRerons Fads otet mee doldw imo ssort ao 
aastd ah ty ih wt galoy ow ors wot al moetiesap ei 
‘eae yced omoe Tle elet Soe otschoege Bba tenet 


goth emax ent dd iw qu one 


ANGUS: pin iy conta LTD. Stechishin, Rutledge, 15934 
Trachtenberg, cr-ex 
(Cooper ) 


COMMISSIONER MANN: What I am saying is 
simply this: there you have traffic which is now 
actually highly competitive. Suppose it wast moving 
under an agreed charge or under a mileage commodity, 
then you have the alternative of either a straight 
horizontal increase or your formula, Under your 
formula, if I understand aright, that haul would take 
a greater increase in rates for the short haul than 
a straight horizontal increase would have given, Isn't 
it then a natural consequence that that traffic under 
your formula moves faster into the competitive range 
than it would under the straight horizontal increase? 

MR, STECHISHIN: Well, the particular traffic 
you are talking about -- and this is only an illustration) 
it does not necessarily follow -- the traffic you are 
talking about is the same increase whether you use our 
formula or the 20 per cent. 

COMMISSIONER MANN: That happens to be in- 
cidentally so. 

MR, STECHISHIN: That particular rate range -- 
it is more or less the average rate in Canada, and 
it is that average rate that we say must remain un- 
changed because the railways must get their additional 
money if they are going to stay in business. We have 
had a greater increase on rates below the average and 
lesser on those above the average. 

COMMISSIONER MANN; Well, we are not that far 
apart on our understanding of this. Since you are 


giving relief to the long haul shipper at a given 
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revenue requirement, that money must be found from 
somewhere else, and that money must of necessity be 
found from the short haul en ae 
 MRe STECHISHIN: It is inevitable, 

COMMISSIONER MANN: Mr. Cooper has already 
touched on this, but what worries me; is that very much 
of the short haul movement is intensely competitive. 
If under your formula the rates on that traffic increase 
faster and higher than under the straight horizontal 
method, you are moving it into the competitive range 
at an even faster pace? 

MR. STECHISHIN: Well, I have never been 
able to accept the fact that the short haul traffic 
is more competitive than the long haul, It is a common 
feeling, I gather, but I have never had any evidence 
or proof that that fact exists. If we start out on 
that assumption, without establishing it, we will 
never get anywhere. I think it can be and only the 
Waybill Analysis shows it can be, because today the 
bulk of that traffic is the non-competitive traffic in 
the short haul area, The other point that is very 
important is that whereas the short haul traffic can't 
take a one-cent increase without making it competitive, 

the long haul ener Ge vale you don't put the one cent 

on there, is going to take 10 or 50 cents increase and 
then you are sure it is going into the competitive 
area, Let us try this, and if it does not work the 
railways would have to go back to the Board for another 


increase, and we would get 20 per cent plus 3.5 cents 
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and you would still wind up with what we have got today. 
But, at least, you have experimented. 

COMMISSIONER MANN: Is it your feeling that 
the railways have somewhat, perhaps unwittingly and 
without intent to do so, exaggerated the seriousness 
of competition on the short haul? 

MR. STECHISHIN: I am quite convinced they 
have because I do recall on a number of cases before 
the Board where people from that part of the country 
say, "We ee take another increase," and since that 
date they have taken six or seven increases and they 
have paid it and they are still in business today. 

So, I look with a certain amount of skepticism on 
their statements that they can't take it. 

COMMISSIONER GOBEIL: If your system does 
not work, we will not be any worse off than the way 
we are now? 

MR. STECHISHIN; That is correct. We have 
said here that instead of a 20 per cent increase, give 
the railways 10 per cent plus 3.5 cents. Let us assume 
that is done and the railways only get 10 per cent on 
the long haul and they have a heavy load on the short, 
and they can't collect it: then, the railways come back 
for another increase and we have 20 per cent on our end 
of it and the other end has whatever the railways could 
get. 

COMMISSIONER GOBEIL: And if it works it 
will make it easier for the long haul? 


MR, STECHISHIN: Exactly. 
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Zz MR, COOPER: Q. Paragraph 52 on page 20 

3 you say: 

4 "There are indications that some of this 

5 low-rated short haul traffic may be moving 

6 below out of pocket costs, and theoretically 
7 at least should be abandoned to competing 

8 : modes of traffic." 

9 What are those indications? 

10 MR. STECHISHIN: The. rate level itself. 


11 The fact that you find rates here which are below what 
12 the railways normally charge for a switching movement -- 
13 the rate of 3.2 cents, and this is coming back to 
14 153-A: 4.5 cents, 4.7 cents. The railways charge 
15, + cents for a switching ee The American 
16 figures indicate a terminal cost of around $60 a car, 
17 A lot of the shipments referred to here -- I have 
checked and they yield to the railways less than $60 
a car for a movement of anywhere to 100 miles. It 
looks to me as though they are not -- the railways 
have told us nothing is mov ing at below cost. 

MR, MAURO: At and east rates? 

MR, STECHISHINs: They are admitting that now, 
I understand. 

MR, COOPER: . Q. I will now go on to page 21, 
"Interline Rates.” I haven't got a great deal to 
address myelf to there, but I refer to page 23 and 
Exhibit 153-F. This exhibit is Diagram II-24, 


"Choice of all rail routes available to shippers between 


eastern and western Canada, 1939." If I understand 


salelLIver er igalaveya aw oie’ aucrs as 
ee-26 ,yrecaetdoa’T hae _ uth 
(a eqedo) 


Da-egse 06.6F pos-geist) 4. AO ee 
n 8a OY 


7 7 Ul 
abeys | eno: as ‘.. 4 4% I J a ot are Ste wi Sef" 


“f 


ae Dyan ‘ots Vk 2 208 iasd taeda Began-wot ve 
wid SL Si Ishi) Is ,adboo Janvog to Jvo- weisd 


Soils ® 65 j IOI ti aif 5H  vOons Saesl Fa 


lanvy Jo #ebom 
ts itteoLivt, seodtiere dadv 
| tenga. Lev KATHELRUATS, . Ae 
| Bei woled $f Kote = fi eS7A 2x et UO’ Vase to0c1 ont? 
\.. Btievouw wtivetiwe ol ¢avatye Yiianerod ayant tex ‘eit? 
a ; sed 2 oom . B0aSe 8 - Ww wim odd 
) A wetoso 2,8 YA-E2E 
| | isTavoh SANs & ToS eioas ec 

te : bone | Lew towed @ edaatant aeivet? 


| - Tat | beqisten sjnemytde ont ta Vol A 


ae 


) oe mad eas wl Dey ’ Sfelty yor? Sire. heroes 


4 
f 

KM C 71.609 i to JSoesisvem & 16%. TA0 Of 
) evewihas endo <~ den eve yord ngeodd asoam O90 wlool . 
| | 
4 ; 57 woled O8 gitvom af gation. ey Siovt even | 


S ly ’ ;OFRU AM : AM 


- 


snot ism pets . re Yeee  Metettorre an 


be 
= a gma 
- ah | — 7 rs 


madeneinu | 


wan \itw ] :TSRPVOOO |. AM 


“ 
r 


63 Len osety & 60g @!nevad I " eotel entinedal- 
bea $S sgeg oa 494 “a1 dod . 9 oe ot “Liegm aserbbs 

AS-1E asieet@ Sf didhexcs 2cer tease $hdtesie” 
‘nie lwiiqelds «1 ef¢ehtinwe jeeees: fies ifs 40! ar 
) bretersbrw' [ Yt MSSON) aban mustmew deel mre 


ANGUS, STONEHOUSE & co.tTo. Stechishin, Rutledge, 15938 
wore ae Trachtenberg, cr-ex 
(Cooper ) 


2 the situation correctly, as at the present time there 

3 are no rail routes available to shippers between eastern 
4 and western Canada other than the C.P.R. and the C.N.R. 
5 routes, and the reason for that is that it is more 

6 advantageous now to ship on those lines rather than 

7 on American lines because of the bridge subsidy? 

8 MR, STECHISHIN: ‘hat is not entirely true. 

9 That is true in so far as the bridge subsidy, applicable 
10 only on Canadian lines, has eliminated the effective 

11 value of the routes via the United States, However, 

12 they have also cancelled the route C.N.R. to North Bay 
13 and C.P.R. to Winnipeg -- Hamilton to North Bay on the 
14 GaNiaRs. They have also cancelled the route on the 

15 C.P.R. out of Port Arthur with the Canadian National 

16|| Railways from Port Arthur to Winnipeg. So, if you 

17 originate on the C.P.R. in Hamilton you must ship 


18 C.P.R. right through to Winnipeg, and if you originate 


on the C.N.R. you must ship right through on the C.N.R. 
to Winnipeg, with one major and, in my opinion, inex- 
plicable exception: you are still permitted to ship 
C.N.R. to North Bay, and then on the Ontario Northland 
to Cochrane, and back onto the C.N.R. to Winnipeg. ai 
haven't been able to find out any understable or logical 
reason for leaving that route in when they haven't left 
in the others. 

Q. Would it be true to say that whatever 
has been lost in narrowing the choice of routes has been 


more than compensated for in so far as shippers are 


concerned by the bridge subsidy? 
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MR. STECHISHIN: If you are measuring it in 
terms of dollars -- I don't know; I don't think I can 
say yes or no to that question, because no. one can 
measure the extent by which the competition has been 
lessened by the bridge subsidy. It may be that that is 
not so, that they are actually paying more because of 
the elimination of that competition than the bridge 
subsidy is worth. 

Q. The answer is neither yes nor no, but 
"maybe"? 

MR, STECHISHIN: I am afraid so, 

COMMISSIONER MANN: What I wanted to find out 
particularly, in Exhibit 153-F, is, the American gateways 
are still available, the American routings are still 
available for competitive rated traffic and, where the 
agreed charges so stipulate, on agreed charges: is 
that. correct? 

MR. STECHISHIN: In certain cases, yes. I 
don't say they are all gone, but most of them are and 
most of the competitive rated items also do not include 
American routes. 


COMMISSIONER MANN: The curtailment of routings 


pawity hits more, doesn't it, on class rated traffic and 
non-competitive cemmodity rated traffic which is a small 
part of the movement? 

MR. STECHISHIN: Not to Western Canada, it is 
not a small part. It is a major part -- especially 


the commodity rated traffic. Not too many items in 


5-J are marked "competitive." 
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1 (Cooper) 
2 MR. COOPER; Q. If the bridge subsidy were 
3 moved would competition develop for the Canadian lines 


4 by the use of the American lines? 

5 MR, STECHISHIN: I have been informed by 

6 American railways that it would -- I should say by one 

7 American railway that it would. 

8 Q. You have not been informed or given any 

9 estimate-- perhaps it would be impossible to give an 

10 estimate --as to the degree of competition? 

11 MR, STECHISHIN: Well, it is completely 

12 hypothetical until the situation occurs where it can 

13 manifest itself. 

14 Q. On page 25 you have a list there of 

15 some competitive stations with the official interchange 
16 points marked with asterisks: both lines, of course, 

7 serve all stations there mentioned, and there are these 
18 interchange points at the stations marked with the 

19 asterisks, as I have said. What is your suggestion 

20 with respect to these official interchange points? 


21 Would you have more of them, and, if so, what test 


would you apply as to putting in an official inter- 
change point, and is there any possible way of 
estimating the cost of doing what you want done with 
respect to that? 

MR, STECHISHIN: I don't think I would want 
to go so far as to suggest that there be numerous 
additional interchanges added to the existing railway 


plants, but I am impressed with the fact that in the 


United States the rates are based on rate groupings over 
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the shortest available mileage, and a rate would then 
be computed over a junction point wherein ai inter- 
change exists at that junction point, 

Q. Would it be fair to say that what you 
are suggesting is that Svenkewencn you haven't got an 
official interchange point at every one of these 
competitive stations, nevertheless, they should be 
deemed to be official interchange points for the pur- 
poses of rate making? 

MR, STECHISHIN: For rate making purposes, 
yes. 

Q. The 153-G diagram shows this situation 
as between Winkler and Gardenton. Would it be fain 
to suggest that that is not a very realistic situation 
because traffic would move from Winkler to Gardenton 
not by rail at all but by road? Would I be correct 
in suggesting that? 

MR, STECHISHIN: Well, if you followed it up 
by asking why it moved by road, it would be fair, yes. 
Q> Well, why 1s it moved by road? 

MR, STECHISHIN: Because of the extremely high jrate 

which would have to be paid on the basis of cal- 
culating it to and from Paddington, 

Q. But surely the road movement would be 
so very much shorter, in any event -- there is a 
road between the two points? 

MR, STECHISHIN: Yes, the road almost follows 


the rail line as so many of our roads in Manitoba do. 


The road and direct rail mileage is not significantly 
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different. 

Q. I thought perhaps it might bes You say 
it is not significantly different, and if it wasn't 
for all that backhaul business you would get traffic 
moving by rail between the two points? 

MR. STECHISHIN: The railways would have a 
chance at least of getting it. 

Q. Winkler is on the western side of the 
Red River, but Gardenton on the other? 

MR, STECHISHIN: That is correct. 

Q. If you want to put in an interchange 
point at Morris you would be met by the physical 
difficulty of a bridge and that sort of thing? 

MR, STECHISHIN: Yes, I have checked the 
map,and it is almost identical mileage. 

Qo But there would be expense in getting 
an official interchange point at Morris? 

MR. STECHISHIN: The railway does not cross 
the river at Morris. It goes south to Emerson and 
then crosses. Both the C.P.R. and C,.N.R. run on 


the east bank of the Red River, and the mileage traced 


here shows that both of them are on the west bank, 
and then it goes down to Emerson where it crosses. 
The direct line from Paddington to Emerson is on the 
west shore. 

Q. At page 27 you have a paragraph there, 
paragraph 63, and continuing on to page 28, and you 


are speaking there of a situation in eastern Canada 


as contrasted with western Canada, and at page 28 you 
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state: 

"This tariff is only applicable between 

specified stations in eastern Canada." 

What specified stations are those, and the point of my 
question is this, that it is my understanding that in 
eastern Canada there are no joint through rates between 
lines of the Canadian National and the Canadian 
Pacific; is that correct? 

MR, STECHISHIN: Well, I am referring there 
to Canadian Freight Association Tariff No. 6 which 
liste. as near as I can tell,s¢veral thousand ig (es 

MR. COOPER: Perhaps we could break there, 
Mr. Chairman, and I will check this. 


THE CHAIRMAN: yes. 


---Short recess. 
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THE GHAIRMAN: Order, please, 

MR, COOPER: Mr. Stechishin, we were 
speaking of paragraph 63, I believe — tariff to 
which you Sefer, CFA 6, is actually OFA 3; is that 
right? 

we MR, STECHISHIN:; I do not have the tariff 
in front of me, I just remember GFA 6 -- I may be 
wrong. But there is such a tariff, 

Q.- But in any event, to clear the record, 

I am instructed that what you have said in paragraph . 
63 represents the situation accurately. Now, Gecteck | 
Canada did apply for the same treatment as eastern “| 
Canada has received? 

MR, STECHISHIN: I cannot speak for 
western Canada. I do know that the Winnipeg Chamber 
of Commerce did, and were turned down. 

Q. What reasons were given to the 
Winnipeg Chamber of Commerce after application being 
turned down? 

MR, STECHISHIN: The railways stated in 
their opinion such a tariff was not ge uae An 
opinion which was not shared, I might add, by the 
Winnipeg Chamber, 

Q. You have nothing more tham that? 

MR, STECHISHIN s They did not apply to 
the Board, if that is what you mean, no. 

Qe I turn now to the section commencing 
on page 32, the Bridge Subsidy, and from now on, 


Mr. Stechishin, there are just a few points which I 
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wish to touch upon. I do not intend to go into 
detail on the figures which you have from this point 
on. | 

“You have a substantive eet we later on 
with respect to the bridge subsidy and, as I understand 
it, this part of your submission in effect is dealing 
with the bridge subsidy in relation to inter-line 
rates? 

MR, STECHISHIN: That is right. 

Q. It might possibly be a little more 
informative than if this sub-heading read "Bridge 
Subsidy in Relation to race ehaes rates"? 

MR, STECHISHIN: That is correct, 

Q. I refer to your paragraph 66 through 
paragraph 70, when you are talking there about the 
equalized scale on scrap iron, You are referring 
there to the situation with respect to the equalized 
scale on scrap iron, and you also deal with the 
situation with respect to vegetables, in paragraph 
69 and I believe also in paragraph 70. 

Has this matter been taken up with the 
railways? 

MR, STECHISHIN: By individual shippers, 
yes. 

Qs I may be wrong, Mr. Stechishin, but 
as I understand it the judgments of the Board in the 
equalization of commodity rates cases dated 
September 18, 1957 and December 19, 1958, might have 


some application to this situation and might possibly 
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ANGUS, STONEHOUSE & co. LD. Stechishin, Rutledge, 15HW6 
Trachtenberg, ¢r-ex,. 
(Cooper ) 
be the means of affording relief from the situation 
as you set it out in those particular paragraphs, 

MR, STECHISHIN: That may inet I do not 
know. I do know this, Mr. Cooper, nuk every 
illustration that I have used here on rates of one 
firm or another has its basis in an actual situation 
which did occur, In some cases, I have changed the 
point of origin or destination because some of the 
shippers who approach me with these problems do 
not like to have their particular firm associated 
with any complaint. I have changed the -- well, 
as they say in the movies, the names have been, changed 
to protect the innocent, I have done that. 

Q. Not to protect the guilty? 

MR, STECHISHIN: Not to protect the guilty. 
But they are all based on actual complaints which 
were received in my office. 

Qe Page 33, paragraph 76. I refer to 
that generally. I question your statement on page 
34 in paragraph 76: 

"The Board prescribed that the 
reduction would be only 50 per cent 
based on the trackage, expressed in 
cents per one hundred pounds, and 50 
per cent on the total rate from 
point of origin to final destination, 
expressed as a percentage. The 
cents per hundred pounds portion 


reflects the elimination of the burden 
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of that portion of the trackage, as 
recommended by the Turgeon Commission, 
The percentage of the karencu rate 
has no relation ta the an ier 

which was to be lifted from the rate 
structure and is merely an overall 
rate reduction," 


As I understand it, and you will correct 


me if I am wrong, the situation with respect to the 
bridge subsidy is that the reduction in the relative 
level of rates, as referred to in section 468, 
subsection 5 of the Act can be applied in such manner 
as the Board may allow or direct, and following that. 
power given to the Board, the Board merely applied 
the reduction by the percentage method combined 
with a cents per pound method to do what they 
considered equitable as between competing interests, 
There is no direct relationship, is there, between 
the cents per 100 pounds portion as refleeted in 
the elimination of the burden of the portion of the 
trackage and the percentage of the through rate 
just relating to a pure rate reduction? 

MR, STEGHISHIN;: Well, Mr. Cooper --- 

RHE GHAIRMAN: That was a compromise? 

MR, STECHISHIN: It was a compromise 
between two different positions which was done by 
the Board of Transport Commissioners at the time 


they decided upon it. | 
MR. MAURO: Alberta won another fight! 
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MR, STECHISHINs The point we are making 
here is that the trackage is the same, regardless of 
the distagoe. that is traversed, and het pie -~ 
it's like a toll bridge in reverse, You have a 
toll on a bridge; it might be 50 cents or $1,00, 

It is not related to how much beyond the bridge you 
go, or how little beyond the bridge you go. It's 
the same amount. Similarly, if you are paying a 
subsidy on a bridge, you should receive a flat 

Sum regardless of how far beyond the bridge you go. 

Qe If the matter is left to an 
authority and the authority has competing interests 
before it and decides that the most equitable oe 
they can deal with it is the way they have dealt 
with it; well then, you can hardly say that one 
portion of that is related to trackage and another 
portion is peratia to something else? 

MR, MAURO: That is, of course, just 
the opinion of the province of Manitoba, We feel 
it is inequitable, The Chairman knows some of 
the aeauescina-t? this, and we bring our problem 
before you. 

MR, COOPER Q: But did not the Board 
in that case do-the very thing with velasios, Bo. tier 
bridge subsidy that you are suggesting should be 
done to avoid the problem of horizontal percentage 
rate increases? 

MR, STECHISHIN: Exactly, but in one 


case we are saying it mist be related to the terminal 
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cost, which is in one area, and the line~-haul cost, 
Now, what the Board has done here is related part 

of it to the fixed cost, or to the constant cost of 
the bridge on that portion of the bridge, and the 
balance on that portion beyond the bridge, 

Q. I go along now, Mr. Stechishin, to 
paragraph 109 on page 48, In the first place, no 
one has yet defined satisfactorily what is a 
competitive rate, Competitive rate is defined 
in the Railway Acts 7 is it not, in section 331, 
subsection ms What is the matter with that 
definition; or, what definition would you suggest? 

MR, STECHISHIN: Well, that definition 
is one that uses almost the same word as defined 
in the definision: @ competitive rate is one 
eta. meet compe titiong. I. think. Then, I say, 
what is competition? | 

Q fa ctae eas it is a descriptive 
form of words, rather than a definition. But what 
else can you suggest that would be of assistance to 
the Commission in defining what is a competitive 
rate? 

MR, STECHISHIN: Can you give me that 
section again, please? 

Q. 331, subsection 4, Perhaps it 
is a definition by description, if one can have such 
a thing. But what would you suggest? 

MR, STECHISHIN: It says the competitive 


rate is a class or a commodity rate that is used to 
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meet competition, So, I find that definition 
completely meaningless because it says the competitive 
rate is the class rate or a commodity £i%e which 

is issued to meet competition, Well --~- 

COMMISSIONER MANN: One of the significant 
points in the definition is that it will not 
automatically -- the competitive rate so defined 
will not automatically apply to intermediate points, 
Isn't that one af the significances in that 
definition? 

MR. STECHISHIN: Well, even there the 
competitive rate does not apply to intermediate 

points if it is so designated in the tariff, and 

the railways have on occasion been ordered to say you 
have a rate in the tariff; we think it is a competitive 
rate, therefore, mark it so in the tariff. So, 

there is no change in the rate, but by order of the 
Board the rate yesterday was a class rate or a 
commodity rate and today it is a competitive rate, 
| I find it almost impossible to understand just 

exactly what is and what is not a competitive rate, 

Qe How would you define it, Mr. 
Stechishin? 

MR, STECHISHIN: It is something I 
will leave to the lawyers. 

COMMISSIONER GOBEIL: Would you infer 
at the same time that this is an element of competition? 

MR, STECHISHIN: I think possibly I would | 


have to go to the other side and say virtually 
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ANGUS. STONEHOUSE a co.tro, Stechishin, Rutledge, 15951 
ihn Trachtenberg, cr~ex, 
1 (Cooper ) 
2 every rate has an element of competition in it, 
3 THE CHAIRMAN: Now, it has? 
4 MR, STECHISHIN: I think even at all times. 
5 COMMISSIONER MANN: Does it not follow, 
6 then, that the distinction in our terminology between 
7 class rates and non-competitive rates, non-competitive 
3| commodity rates and competitive commodity rates is 
9 largely a matter of iliqusion? This Commission 
10 has heard, of course, from the trucking industry 
11 with regard to the Freight Rates Reduction Act, and 
12 it was stated there, as I recall it, that all rates 
13 were at a given level competitive. So, how do you 
14 define then a competitive rate? This is what we 
15] need decceats with. 
16 MR, STECHISHIN: Exactly. I cannot 
u| see how you can spell something out and say that 
vel this is, and only this is a competitive rate; or 
19 | only if it meets these conditions is it a competitive 
sol rate, 
21 | I did deal with this in paragraph 110 -- 
something of what we are now discussing, Mr. Cooper. 
23'| COMMISSIONER MANN: Do you think, then, 
| 9a | that the Railway Act should be amended or that these 
| 95 | distinctions in the Railway Act are superfluous 
7” and should therefore be omitted? 
ar | MR, STECHISHIN: I am inclined to think 
nl they are superfiluous; the distinctions between the 
: a one and the other. 
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ANGUS. STONEHOUSE & CO. LTD. Stechishin, Rutledge, 15952 
Trachtenberg, cr-ex, 
(Cooper ) 


MR, COOPER Q: Does section 334 of 
the Railway Act give any assistance in this matter 
dealing with the filing of competitive tariffs? 

"The Board may require a Company 
issuing a competitive tariff to furnish 
at the time of filing the tariff or at 
any time the information is required by 
the Board to establish that....." 

Then follows A, B and C with which we are all 
familiar. 

MR, STECHISHIN: Before I answer that, 
I might just go back a bit, If we look at the ‘ 
present existing freight rate structure in Canada, 
all of A and B group rates are competitive, because 
they are adjusted to fit the Toronto normal rate, 
excepting maybe Toronto city by itself, If that 
is so, then what rates are not competitive? I 
find it practically impossible to say any one rate 
is not competitive in any respect whatsoever, 

In paragraph 111 I dealt with rates on 
products. I have heard of cases where a producer 
has gone to the railways and said: "You have 
reduced the rate on steel, therefore you must reduce 
the rate on beams, because we are competing with 


the steel producers, or aluminum," 
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Trachtenberg, cr-es 
(Cooper ) 


Q. What you are saying in those paragraphs 
is that the competitive rate will reflect competition 
between one railway and another, may reflect competition 
between competing carriers, may reflect competition in 
a given market, 

MR. STECHISHIN: You asked another question 
there, I think Section 334, Mr. Cooper. 

Q. Yes, I just asked to see if that would 
give any assistance to you. 

MR. STECHISHIN: Now, you are coming into a 
question of law and I am not going to try to deal with 
the legal eepsscs Crely, But to my thinking the seme 
restrictions which are applied here to competitive 
rates should apply to class rates or commodity rates. 
I don't think the fact that it is competitive is sig- 
nificant; any rate should be compensatory. 

Q. You refer to sections 110, 111, and I 
was merely summing up the effect of thoseby saying 
that you are saying that competitive rates may be 
competitive one railway against another,or (b) com- 
petitive with other carriers, or (c) competitive in 
a given market. 

MR. STECHISHIN: I don't think you have 
completely listed them all. 

Q. What are the others? 

MR, STECHISHIN: But it would certainly 
include those. 


COMMISSIONER MANN: Mr. Cooper, before you 


leave that. 
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ANGUS, STONEHOUSE & CO. LTD. Stechishin, Rutledge, 15954 
gears Trachtenberg, cr-ex 
(Cooper ) 


If you are going to get rid of the distinction 
between competitive and non-competitive rates in the 
Railway Act, what are the implications of that on the 
long haul, short haul provisions of the ‘Railway Act? 

MR. STECHISHIN: You are started off with a 
presumption that I haven't made, You suggested that 
we get rid of the competitive rates in the Railway Act. 
It is largely academic, what you call a rate. 

COMMISSIONER MANN: I was going to suggest 
it is not quite so academic because of the long haul, 
short haul classification. If you had no designation 
of competitive rate, of the competitive competition in 
the Railway Act, all these rates would be subject to 
the long Hau?, short haul provision of the Railway Act, 
whether it was traffic from an intermediate point or 
to an intermediate point. 

MR, STECHISHINs: I think if you will 
check the Interstate Commerce Act you will find they 
don't specify competitive rates. | 

MR, COOPER: Q. Mr. Stechishin, will you 
turn to page 54 where you make your recommendations 
with respect to the long haul and short haul clause, 
and the first of thoseis "That the railways should 
not be permitted to select the centres which will be 
allowed to compete in a given market." Now, how do 
you suggest that the railways now select the centres 
which will be allowed to compete in a given market? 

MR, STECHISHIN: I think that our appendices 


2 and 3 certainly indicated that a competitive situation 


atic’ ola 


gow "prone bmn 


i outer) 


wiionigels add.t0 ¢te 75q of antes aes TO - 
guid 2 autan evisJigaqaas yon Bre sete leneepe 
anS Aa 3 ; © saelisalti ye: bis ora tagu wJtoA x 
BS ; , = 
"7ok. yawLlsh aff Se sepiesvore Lied Prone) cee anot . 
2 4 
- 
sadj Pouaegaue | 2 covet | jetty moliqmsend ie 
4 Svidi Sogn wid “oO Ble 399. 68 | 


o ‘hase efaorvel ef JI 


Emabs ~6 Oa ion Sor 28 St 
: bone Eeis vad orate 

| r £vigégeanos Lo 
ages tre \ + ‘trial on) 

io NZ Gupte ,ipast eros 242 


7 Ts le) eau tl -tedsoce 


icq altel bearetat wa ot ; 
; ve ae AM : 
5¢ stnas2nl off savas 
Sv itlizegeod.vi¥ioega. 3 'aob 
a: 5S ALS06 Pe 


2% Wad wey ereletE ensg of owe 

onal a Tote bia Evagd pool 88.08 foeuaen dilv 
Syubiile: sat oy? elesods ‘to Seurl sei brie 

=>.i030 o@2 dpetes ©¢ bedstenese od toc 

{rts He sas A. me e tagns Oo? bewolla 

Swisis) CMY Gotles wou agawiler sefded) seengue | is 
tive Savin a 21 s2eGeos og ie white 


csotherege. sage sata 2 


ANGUS, STONEHOUSE & CO. LTD. Stechishin, Rut ledge, 15955 
i a Trachtenberg, cr-ex 
(Cooper) 


arises in, say, Vancouver or Toronto, as the case may 
be, and the Toronto shipper goes to the railways and 
says: "I am no longer able to ship into that market. 

I want a competitive rate," and the railways give him 
a reduced rate, and the shipper at the intermediate 
point goes to the railway and says he is having trouble 
from external competition, he is frozen out of the 
Toronto market and the railways will not restore him 
to his former position vis-a-vis fPoronto, as the case 
may be. 

Q. I have still a little difficulty in 
following the --- 

MR. STECHISHIN: Perhaps I might give a 
recent example, I am not too sure of the actual rates, 
but as I recall it was a reduction in rates on steel 
from Hamilton to Vancouver, presumably to meet overseas 
competition, A short while later the man from Sault 

Ste. Marie came into the railways and said: "I, too, 
am now frozen out of the market," and the railways 

say: "All right, we will give you a reduced rate, but 
it will be at the same level as the Toronto rate." And 
the man from Selkirk wants to get the same rate, and 
then the man from Vancouver comes in, and he got the 
Toronto rate plus something, or the Toronto rate. 

COMMISSIONER MANN: I am having a little 
difficulty in following this, too. I refer you to 
paragraph 122: 

"Competitive rates, in the railways’ best 


interests should not merely be confined to 
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ANGUS, phic deblidagetae & CO. LTD. Stechishin, Rutledge, 15956 
age Trachtenberg, cr-ex 
(Cooper) 


between the points where the competition 

operates but rather to the common market 

or markets from the vzrious nes 

points," 

Now, bear with me while I give you this example of an 
actual situation, Brick is produced at Redcliff, 
Alberta; it is also produced at Milton, Ontario, and 
it is also produced in New Glasgow, Nova Scotia. All 
want to get into the Ottawa market, say. In addition 
to that, all these producers face competition of the 
Ohio or Pennsylvania producers of brick. My example, 
unlike yours, doesn't affect producers in one line of 
haul. What would be your recommendation in that 
instance? 

MR. STECHISHIN: My recommendation would be 
that the railways should give each one of the three 
Canadian producers a related reduction either to the 
present rates or the same basic standard and, as I 
mentioned in one of the illustrations, they might use 
the out of pocket costs plus a fixed number of cents 
and let the three producers fighting it out to 
get into that market. But each would be given the same 
chance to get into that market, and if one was at 
any disadvantage it would be because of geography 
and not because of the railways. I would oppose the 
fact that the railways might put in an exceedingly 
low rate from Cooksville and suggest to the man from 
Nova Scotia that he pay the normal rate to that market. 


It is consistent with the statements made, I think, by 
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ANGUS, oe eee ir. Stechishin, Rutledge, 15957 
Trachtenberg, cr-ex 
(Cooper) 


Mr. Hyndman, and he said that instead of publishing 

a point to point agreed charge the railways should 

say that all bricks going to Ottawa will move at 

50 per cent of the normal rate, or whatever figure they 
might use. 

COMMISSIONER MANN: I Rave a little doubt about 
it as to whether this can be done when the Cooksville 
producer may get into Ottawa by for-hire truck carriage 
or by his own truck, whereby the Nova Scotia producer 
can't do so. | 

MR, STECHISHIN: I don't think that should have 
any particular bearing on it. fhe mere fact teks 
sanieyune this for-hire truck is of no interest to the 
railways. The railways' sole interest is to get 
traffic back on the railways, whether he be raesuken 
for-hire. 

COMMISSIONER MANN: Might they not maximize 
revenue by lower rating the Cooksville rate below what 
they determined for the Redeliff and Nova Scotia producer 
so they.can move the traffic on the rails and maximize 
their revenues? 

MR, STECHISHIN: Not necessarily. As long 
as their rate is reduced where they can get traffic into 
Ottawa by rail it is of no interest to them where it 
comes from, 

COMMISSIONER MANN: By lowering the rate the 
Cooksville producer is able to undersell the Redcliff and 


Nova Scotia producers? 


MR, STECHISHIN: Unless they reduce their rates 
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ANGUS, STONEHOUSE & CO. LTD. Stechishin, Rutledge, 15958 
prey GATES Trachtenberg, cr-ex 
(Cooper ) 


to a level which would attract the traffic; but it is 
of no concern to the railways who Supplies that market. 

I might use another illustration to possibly 
make that a little clearer, This is one that I have 
used talking to other people, Let us assume that 
you have, say, three points, A, B and C, The products 
are produced at a triangle, at A and B, and shipped 
into Cc. Now, if there were two different railways, 
one running from B to C and one from A to C, and 
there was a water route from B to C, the railway 
from B to C or A to C would have to reduce the rates 
to meet the water rate. Now, they will still say 
they don't care whether this man or that man ships into 
this market as long as it moves by rail. 

MR, COOPER: Q": I just have one question 
on your section relating to lake and rail rates, which 
runs from pages 55 to 67. Reference was made yester- 
day to the application of the Winnipeg Chamber of 
Commerce. Does your evidence on this subject as 
contained in paragraphs124 to 148 inclusive raise any 
matters which were not raised in the hearing before the 
Board of the application of the Winnipeg Chamber of 
Commerce? 

MR. STECHISHIN: I don't think that the 
Tables 12 and 11 were raised before the Board. I 
certainly know it was an additional exhibit we put in, 
the table that we distributed here and is now part of 


the record, yesterday afternoon, 


Qo Otherwise the matters have been raised 


ara sa9 Jeentte Leone dose wot 
2 7 
7 teat esifdque ov ayewitas sa 08 Misores 
elstaneq) vu tyorvecils veetons see ddgie't : 0 

| ayas 2 dan y ei «lf , =tielq PESIEL 6 Saale eit 
eet A fui Pad Ssludvey vedeo of yatyiay roma . 42 

UDOT ui staloy seh? (yes ,svad soy t 

s 70 beyaboro ota 7 

Siow ocnits 22 Wer a cone [8 
ea x3 i crs enlist | 

i eu . 1 S#42) "vYetee 2 @aw vibe } 

; 7 iy 

YO GOR We Zi 260 a met tT: 

a SSF oa3 Joon oF 

(7st STS 7s weil 

inet aa soot em sind: 1 

: aha i daub” AGIOD. «FUE! 9 Dhaest 
we s “lel of eriiales dottese eng 808 ® 


= —~ 


fo oF CC aeney mot) Seca 
io ftgebiqgs aft ca yeb 

at v4 / tosy 2000 . Sovemmon 

mh & sod iM ‘S) aaregaetap as hentetnes 


IISc. grdey » beaten gon etee gotda etessan © 


4 Siti Sint’ 24° he Seltesliega ane 16 busod 


Si1> ans Miin 4 i ‘WiBCTROATE: . i 

I hevS ag ted beste gage (ft tne Gi coldest 

. ; ae - a 2 

.“t fog ow Sidadze tecotelahioas sewed weaw yintsisss 


_ % Wtag won ct bes mee becodieteta ay 


ry 


Pi ewraeae | 


ANGUS, sinha es & CO. LTD. ste chishin, Rutledge, 15959 
phaser Trachtenberg, cr-ex 
(Cooper ) 


on previous occasions before the Board, 

MR. STECHISHIN: To the best of my knowledge, 
that is right. | 

MR, MAURO: in case it is relevant to my 
learned friend, almost all matters in connection with 
the horizontal increase and also other inequitable 
matters were raised before the Board, 

MR, FRAWLEY: It was an applicationd the 
Winnipeg Chamber of Commerce for an order directing the 
railways and water carriers under the jurisdiction of 
the Board to remove alleged unjust discrimination, and 
it is reported in 1948 J.0.R.& R., and it was dismissed, 

MR, COOPER: I realize, Mr. Mauro, that 
many of these matters have been the subject of dis- 
cussion before the Board inwrious proceedings. I 
only asked that because it seemed so directly related 
to that previous application. 

Qo Now, in your section dealing with 
terminal line operations, you propose a terminal line 
trackage maintenance fund, and that suggestion was 
made in the submissions in Winnip? 

MR. STECHISHIN: That is correct, sir. 

Q. Do you not think that the setting up 
of such a fund would retard and slow up the process 
of abandonment of branch lines? As I understand it, 
the railways, if a branch line was declared to be in 
the public interest, would obtain no benefit whatever 
from the branch line trackage maintenance fund except 


in so far as reduction of rates might possibly generate 
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traffic for the railways. 

MR, STECHISHIN: That is a pretty important 
exception, I think. 

Q. You regard that as an important exception? 

MR, STECHISHIN: Yes, I do. 

Q. That applied between all stations in 
Canada, that reduction in rates, It is not directly 
related to the area of the branch line. 

MR, STECHISHIN: I would think so, yes. It 
is federal money, 

Q. Do you not think that the railways would 
be more hesitant than they are now to apply for 
abandonment of a branch line when, if it is declared 
to be in the public interest, they get no direct benefit 
out of it, and, secondly, they have to then reapply every 
year with Poapect to that line? 

MR, STECHISHIN: Now, what was the question 
there again? Would it not retard the application of 
abandonment? 

Q. yes. 

MR, STECHISHIN: No, I don't think so, ne 
don't think this proposal gives any consideration to 
completely paying the bill, as it were. This is for 
maintenance of track, not for operation of the branch 
Lame s 

Q. It would seem to me that the railways 
would be quite reluctant to come forward with branch 
line applications if they were going to be met with the 


decision that the branch line is in the public interest 
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2 and therefore they get no direct benefit from the 
3 branch line trackage maintenance fund and they have to 
4 go back each year to see if it is still in the public 
5 interest. 
6 MR, STECHISHIN: Teese was the statement by 
7 Mr. Donald Gordon; if this is an alternative to going 
8 to the Board, I think the railways should do it. 
9 COMMISSIONER MANN: In the light -of our 
10| earlier discussion that all rates are essentially 
| competitive, is that not discriminatory? 
12 MR, STECHISHIN: The publication of rates 
13 in the tariffs which we generally refer to as competitive 
14 are, in effect, in actual practice augue which are 
earrier competitive. When I was thinking of competitive 
I was thinking of it in the broad sense. I can't 
think of any rates which are not. The rates in the 
Railway Tariffs today, competitive rates, are carrier 
competitive rates, 
MR. FRAWLEY : Surely the market competitive 


rates to the west coast to keep out foreign ompetition 


are obvious, 

GOMMISSIONER MANN: I suppose the same theory 
also underlies any of the rates in one area, so market 
competition would enter there. 

MR, STECHISHIN; Yes, but it is certainly the 


exception rather than the rule in the case of railway 


tariffs. 


MR, COOPER: Q. You mentioned the Canadian 


National-Canadian Pacific Act. Are you suggesting any 
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Specific amendments to that Act? I know it is your 
position that the railways should come forward with the 
submission or with evidence that would warrant repeal 
of the legislation, 

MR, STECHISHIN: It is right in the section, 
It is 190. 

Q. In paragraph 190 you say: 

"Failing this, we submit that the railways 

should be required to act in aecordance 

with ween sche spirit and the letter of 

this section," 

My question is how are you going to require the railways 
to do it. By amendment to the Canadian National- 
Canadian Pacific Act or setting up a body which will 
enforce cooperation, or what? 

MR, STECHISHIN: The body has been set up, 
and certainly if it has been successful from 1933 to 
1950, I don't think we should just stop using it. 

Q It might not have sufficient teeth in 
it if it hasn't been used since 1950? 

MR, STECHISHIN: I don't know about sufficient 
teeth, but it is there. 

Q. There are other matters which I may have 
dealt with, but I am sure they will be covered by 
other counsel, and that is all I have to ask. Thank 


you very much indeed. 
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Q. Mr, Stechishin, in your first 
chapter you deal with the basic principles of rate 
making as we have them in Canada at the present 
time, 

MR, STECHISHIN: That is correct, yes, 

Q. And you start off with the universally 
accepted principle that the lowest level of. rates 
is set at a level which will return to the carrier 
an amount equal to, but not less than the variable 
costs of providing the said service? 

MR, STECHISHIN: That is correct, 

Cc. That is a cost basis for the 
minimum scale that the railways should be permitted 
to charge? 

MR, STECHISHIN: Yes, that is correct, 

Q. To that extent, in any event, 
Manitoba would agree with the cost of service basis 
of rate making? 

MR, STECHISHIN: Yes, we would. 

Qe gust one question on the same page, 
page 2: I am not quite sure if Mr. Cooper covered 
this point, but the last sentence before the table 
reads "This results in a volume of traffic being 
maintained at rates which, in our opinion do result, 
= fact, in a net diminution of net revenues," 

Have you any specific traffic in mind that exists 
at the present time? 


MR, STECHISHIN: In so far as it being 
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below the out-of-pocket costs, you mean? 

Qe Yes? 

MR, STECHISHIN: I have a umber of 
suspicions, I don'thave any I can eRe pinpoint, 
There are no costing figures available in Canada. 

Qe One of the difficulties is that 
we haven't any cost figures from the railways to 
determine that fact? 

MR, STECHISHIN: That is correct. 

Qo But, in your opinion, as an 
experienced traffic mam there are areas where you 
are suspicious? 

MR, STECHISHIN: Yes, there are, 
Certainly, passenger is one, 

Q. Then, passing to your second 
principle, and that is fixing the upper level of 
what has become known as the value of service 
principle: from what you say there, I presume you 
are not at least completely agreeing with the 
statement made by the province of British Columbia 
that that upper level should be the total cost of 
moving the traffic? 

MR, STECHISHIN: On an individual rate, 
you mean? No, I am not in total agreement with 
the B.C. submission in that megard, 

Qe Page 5 where you set forth your 
third principle: "The third basic principle or 
factor governing the level of rates is that 


established by public policy as evidenced by the 
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Railway Act, The upper limits of the rates as 
defined under the second principle above have been 
limited and governed by an agency of the national 
government on the basis that no anne should be 
required to pay a disproportionate share of the 
transportation costs," In all the times that 
you have appeared before the Board of Transport 
Commissioners have you ever heard the Board rule 
that the railways should not be permitted to charge 
a particular rate because if they did that 

Shipper would be bearing a disproportionate share of 
the cost of transportation? 

MR, STECHISHIN: I don't think that 
the Board has ever come out with just those words, 
but I certainly think that is inherent in its 
decisions, 

Q- Have you anything in the decisions 
of the Board -- and you have been appearing before 
"them for a good many years now -- and perhaps you 
would not have it just at the moment, but maybe you 
would like to consider it, and I would like to know 
where the Board was ever concerned in the application 
of that principle in fixing freight rates? 

MR, STECHISHIN: Well, I just have to 
disagree with you. I think that they certainly 
were concerned with this principle. 

Qe You think the Board has done that? 

MR, STECHISHIN: I think they have, 
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1 (Brazier ) 
2 to the Commission --- 
3 MR, STECHISHIN: It may not be spelled 
4 out in actual words, but I am convinced in my own 
5 mind that that is the basis of limiting the railways! 
6 request to something less than what the railways 
7 request, 
8 Qe Speaking overall, you mean? 
9 MR, STECHISHIN: Yes, 
10 Q. But here Pe are speaking, of a 
11 Shipper, and I presume-+-- | 
2 z MR, STECHISHIN: I am using "shipper" 
13 collectively. I don't mean one individual man, 
14 but it certainly would follow, 
Ete Q. Mr. Stechishin, to be fair about it, 
16 the shippers collectively have to bear the total 
17 Share of the transportation costs, It is not a. 


question of a disproportionate share or any other 
kind? 

MR, STECHISHIN: That is right. 

Q. Tt is the whole cost they must bear 
as a body? 

MR. STECHISHIN: Yes, and of that whole 
cost no: frore than a specified amount should apply 
in any one area, That was one of the purposes 
of equalization, to adjust that proportion being 
paid to different people in different parts of the 
country. 

Qe In any event, you say in this 


paragraph here at page 5, paragraph 17 -=- your 
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reference there to a shipper is to a body of shippers 
collectively in Ganada? 

MR, STECHISHIN: Collectively, or singly. 

Q. Well, what do you mean: "or singly"? 
I would like to know which, because I think there is 
avery major difference between whether a shipper 
has to pay a disproportionate share of the cost 
and the body of shippers in Canada, who are hundreds 
and thousands of people, 

MR, STECHISHIN: If the railways were 
to charge a shipper more than the class rate scale, 
as an illustration, the Board would rule against the 
railways and say that shipper must not be charged 
more than that specified amount which is the same, 
for any other shippers in Canada, 

Q. Has the Board ever determined | 
that the class rates in themselves represent a 
proper share of the transportation costs? 

MR, STECHISHIN: I would certainly have 
to answer that in the affirmative, yes. 

Qe Would you say they have? 

MR, STECHISHIN: I would say the Board 
certainly thought so, 

Q. Have you ever seen the Board of 
Transport Commissioners look at the costs of an 
individual shipper or the costs of shipments of 
a particular commodity? 

MR, STECHISHIN: I haven't seen them 


do it. I have heard they have done it, on some of 
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the agreed charges, I think they brought in costs 
on one of the pipe cases on the Pacific coast, 
Ae The Cast Iron Pipe Case? 

MR, STECHISHIN: Yes, that is right, and 
there was one on coal where the railways were 
given costs, and I understand that ‘officially 
the Board does obtain cost figures on other agreed 
charges, 

Qe Have they ever been discussed, 
in your experience, outside of the two cases you 
have re ntioned? 


MR, STECHISHIN: The Board does not 


discuss these publicly. 
Qo There has been some discussion on 
this, but I would like to discuss it a little more 
with you, on page 14, under the he@@ing of "Recommendation: 
alternative to horizontal percentage rate increases", 
On page 14 you have a statement there "As a result, 
a whole body of exception rates, based primarily 
on U.S. railroad eompetition, has grown up between 
the two areas giving British Columbia a major 
block of relief from the full impact of horizontal 
percentage increases," I presume there you are 
talking about the Trans-continental rates? 
MR, STECHISHIN: Yes. 
Qs And I might add to that the agreed 
charges under the Transport Act? 
MR, STECHISHIN: When I speak here of 


trans-continental rates, I was including agreed 
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2 charges -~ the entire body. 

3 Q. You say they are based primarily 
4 on U.S. railroad competition? | 

5 MR, STECHISHIN: Pitwaerty! 

6 Qe Do you admit any of them are based 
7 on water competition? 

8 MR, STECHISHIN: Pardon? 

9 Q. Do you say any of them are based 
10 on water competition? 

11 MR, STECHISHIN: I would certainly think ¢° 
12 some are, yes, 

13 Qo Were you here the other day when 
14 Mr, Matheson told us that the steel plant at 

15 Sydney uses the water transportation between there 
16 and Vancouver via the Panama Canal? 

17 MR, STECHISHIN: I don't think I have 
18 ever indicated I didn't believe the Panama Canal 
19 was an influence, 

20 Q Yes, and it is a substantial 

21 influence? 

22 MR, STECHISHIN: It is there and there 
23 is traffic moving that way. 

24 GC. I suggest to you that is as much 
25 an influence as the U.S. railroad? 

26 MR, STECHISHIN: Well, I have used 
27 the word "primarily", and I have to stay with that 
28 word -- "primarily". 

09 Q. Will you also admit there is 


30 some market competition? 
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MR, STECHISHIN: Oh yes, very much so, 

Qe And that is an important factor? 

MR, STECHISHIN: Very. ‘ 

Q. So you have actually three factors 
there, might I say? 

MR, STECHISHIN: Water competition, 
market competition and American railraods, yes. 

Q. American transcontinental railway 
competition, market competition and I suggest to 
you you have one other form of competition and that 
is American railroad competition not trans- 
continental, 

MR, STECHISHIN: Well, that is market 
competition, I think. 

Q. Well, those are the three factors, 
In your Table No. 3 you have used the word "total 
at depressed rates", That rather gets under the 
skin of us in British Columbia, 

MR, STECHISHIN: I am sorry at the choice 
of words, I didn't mean anything offensive by that, 
If the rate was five per cent below normal it 
would be considered a depressed rate in the context 
I have used it here, 

Q. There are some details -- competitive 
rated ears from eastern Canada to British Columbia 


mainly travel on tariff IM; I think you will agree 


with that? 
MR, STECHISHIN: I believe Mr. Mann 


pointed out they all do. 
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Qe My information -- and you might 
check and see if it is correct --. the 17 per 
cent. increase which became effective on the lst 
of December 1958 was applied to 132 items in that 
tariff and there were only 344 items excepted, and, 
further, on the 15th of December 1958, 13 of those 
34 items had rate increases made against them. 

The 13 items were not all increased by 17 per cent, 
but they did receive some increase; is ay in 
accordance with your information? 


MR, STECHISHIN: I accept that 


5 
oe 


aateruati oni I haven't checked it in detail, but 
I don't think I was particularly concerned with 
whether or not it took the last inerease or the 
one before that. The point is that today they 
are at a lower level than the others, 

Qe Well, you can say that of anything 
that is below class rate? 

MR, STECHISHIN: Excepting that the 
commodity rates, I don't think I would include that 
in the same category. 

Q. Why? They are below normal rates, 

MR, STECHISHIN: Except that commodity 
rates are generally applicable across Canada. If 
I included commodity rates I am sure British 
Columbia's picture would look much worse because 
of the heavy volume of lumber which moves on 
commodity rates, I was trying to show the so- 


called normal rates and the rates depressed by 
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reasons of competition. 

Qe But they are all relevant? 

MR, STECHISHIN: Oh yes, unquestionably, 

Q- And, therefore, you can say as 
between those two the commodity rate probably has 
not taken its full increase? 

MR, STECHISHIN: Well, I don't know 
of any exceptions in commodity rates in taking the 
full increase, but we were not speaking here of 
increases as much as we were the body of exception 
rates had been established, 

Q. We mentioned three types of 
competition at Vancouver: is it your opinion and 
the opinion of the government of Manitoba that the 
railways should be permitted to meet that type 
of competition? 

MR. STECHISHIN: I think we stated the 
railways should be almost required to meet that type 
of competition, 

Q. And that has been the practice 
of the Canadian railroads? 

MR, STECHISHIN: That is :correst. 

Q- ee LOY Many years now. There is 
one other type of competition I would like to 
mention briefly, and that is market competition 
within Canada -- the different producing areas of 
Canada. As I now read your brief you go so 


far as to say that if the railways grant lower rates 


‘for market competitive situations in Canada, it 
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Should extend it to all areas? 
MR, STECHISHIN: No, no; to that market, 
Q. To that particular market? 
MR. STECHISHIN: From all areas to 
that market, but not to other markets, 
Q. So, it is your suggestion that 
the railways should now henceforth be required to 
extend the market competitive factor that may exist 


between two points to intermediate points? 
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MR, STECHISHIN: I do not see how a 
market competitive factor can exist between two 
points, It carnot. A carrier Serpe. tae factor 
could exist between two points; a market competitive 
faetor could exist at a point, 

Q. Let me say that the market 
competitive factor exists at Vancouver. 

MR, STECHISHIN: All right. 

Q. And you say that the railways should 
extend any benefit they give for that reason to 
producers in any other part of Canada? 

MR, STECHISHIN: Well now, I'm sorry. 

You have left something out. I say if they give 
it to one of them they should give it to others on 
the same basis, going into that market, 

‘Qe But what if the relief they give 
him is because of carrier competition? Should that 
be extended? 

MR. STECHISHIN: No, I am speaking here 
of market competition. 

Qe So, in so far as the low rates on 
steel products, steel and steel products to Vancouver 
is carrier competition, then you are not suggesting 
it should be given to intermediate points -- 
reflected in intermediate rates at all? 

MR, STECHISHIN: I think maybe I have to 
change that answer, Mr. Brazier. I'm afraid that 
when I look at the effect on rail revenue if does 


not matter to the railway whether it is carrier 
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competition or market competition in the broader 
sens@s4 I think they would have to extend it in 
pate weatee) 

Qe Even to carrier competition? 

MR, STECHISHIN: Even carrier competition, 
yes. 

Qo And water competition? 

MR, STECHISHIN: And water competition, 
which is carrier competition. I was thinking of 
water competition. | 

Q. So, as soon as you have one point 
established in Ganada where you have carrier or 
water competition, then the railways are going toe 
have to spread the effect of that over their whole 
rate structure for that particular commodity? 

MR, STECHISHIN: To that eaves, in 
the interests of improving their own net revenue, 
yes, Our Whole point hinges on that one 
statement where the carriers should not be 
permitted to choose, 

Qe I suppose the carrier is not the 
one who has chosen the fact that Vancouver is a 
seaport where water competition has to be met? 

MR, STECHISHIN: No, not for a moment, 
but the carrier has chosen that they will publish 
a low rate from point A to Vancouver, Having 
made that choice, then I say that it should be 
extended to other points in the same direction, and 


only to the same market and on a particular 
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2 commodity that is subject to competition. 

3 @. But they would not extend that to 
4 any intermediate point along the Line? 

5 MR, STECHISHIN: mo iiwie Pedi the 

6 intermediate points. 

7 Q. I do not think my friend, Mr. 

8 Frawley would agree with you on that point, 

9 Now, Mr. Stechishin --- 

10 MR, MAURO: He would, to the extent 

11 that the rates from Calgary to Vancouver would 

12 reflect the geography. 

13 MR, BRAZIER Q: You have two sections 
14 in your brief with regard tothe bridge subsidy, 

15 Mr, Stechishin, Now, on page 32 you quote from 

16 the Royal Commission, the Turgeom Royal Commission, 
17 and in the middle of the third sentence of the 

18 first paragraph you quote there: 

19 "The problem presented is that 

20 of maintaining this link so long at 

1 least as it does not provide sufficient 
2? revenue for its maintenance." 

23 Now, you take it from that that the 

24 previous Royal Gommission was just saying that 

25 the subsidy should be there until such time as it 
26 did provide sufficient revenue for its own 

27 maintenance, Do you think the time has arrived; 
28 in other words, the time has arrived to investigate 
29 the revenue produced in that area? 


30 MR, STETCHISHIN: I have no idea whether 
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the time has arrived or not, Mr, Brazier, 

Qe If it has, would Manitoba support 
the elimination of the bridge subsidy? | 

MR, STECHISHIN: I think if that 
Situation does arrive we will certainly take a look 
at it at that time, but we have not as yet, because 
it is a hypothetical question, 

Q- Would the province of Manitoba 
agree that the bridge subsidy is effectively -- 
the bridge subsidy is against the province of 
British Columbia? 

MR, STECHISHIN: Would we agree that 
effectively the bridge subsidy is against the 
province of British Columbia? No, we would not, 

Q. No. Now, what do you say as to 
the situation of a manufacturer in Vancouver who 
wants to ship into the prairie market? 

MR, STECHISHIN: I think that the point 
you are discussing now, that the bridge subsidy 
is applicable exactly the same and probably to the 
same extent in the province of Manitoba, There 
are people in Manitoba who benefit from the bridge 
subsidy and people who lose by it, and I think the 
same situation exists in Vancouver, Certainly 
your Vancouver manufacturer competing into the 
prairie market has to compete with people in the 
east who get the benefit of the subsidy, but the 
Winnipeg shipper shipping into the prairie market 


also has to compete with the eastern shipper shipping 
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into the prairie market who gets a subsidy, it is 
exactly the same situation, but the effects of it 
are mixed, | 

Q. I suggest to you that not only 
that, it implies in the Railway Act something that 
is contrary to the principle of equalization? 

MR, STECHISHIN: Well, sir, you have 
gone beyond where I could possibly go. I am not 
going to attempt to interpret the Railway Act, and 
equalization is a part of it. 

Q. Let me put this to you. The 
existence of the bridge subsidy does eliminate 
equalization proceedings so Par as rates from 
eastern Canada to the prairie or Manitoba, if you 
wish, and British Columbia to equi-distant points? 

MR>.STECHISHIN: If you are going to 
talk exceptions to equalization, of course there 
are a few out in Vancouver. Your rates are 
based on New Westminster instead of Vancouver, and 
an arbitrary two for one mileage to Victoria. 

Qe I was going to ask you some 
questions, Mr. Stechishin, on paragraph 77, the 
elimination of certain routings between eastern 
and western Canada, Did that come about because 
of the bridge subsidy, or was it because the railways 
just decided to tighten up their routing arrangements? 

MR, STECHISHIN: Oh, no, no, The routing 


arrangements that are referred to in that exhibit 


are all there today. With the exception of those 
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2 two that I pointed out ~= the cases where you go 
3 Canadian National partway and Canadian Pacific 


4 the rest of the way, or you start off with Canadian 
5 National and then you go via Canadian Pacific, 

6 The American routes in existence in 1939 are still 
7 in existence in theory, at least, but if a shipper 


8 is prepared to pay the higher money to go via 


9 the American route he can then use that American 

10 route, 

11 Qe Then, the Canadian routings at the 
12 time were competitive with American routings, were 
13 they? 

14 MR, STECHISHIN: That is correct, yes. 


Qe So they were really competitive 
rates at that time, and should not have taken the 
bridge subsidy at all? 

MR, STECHISHIN: You may be right, 

Qe Well, you will recall what happened 
to the lumber rates from Vancouver to Montreal and 
Toronto? 

MR, STECHISHIN: Yes, I do. 

Q. For many, many years they were 
published as commodity rates? 

MR. STECHISHIN: Yes. 

Q. And then somebody laid a complaint 
that they were really competitive rates and they 
were so found by the Board and they lost the subsidy 
as a result? 


MR, STECHISHIN: That is right, yes. 
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Qe But that might be the situation 
as far as these are concerned? 

MR, STECHISHIN: If I accept that 
argument, I would have to go along ae say that 
every rate from A and B territory except Toronto is 
also competitive and should not be subject to the 
bridge subsidy? 

Qe Again, just one comment I might 
have on page 41, paragraph 87. You say: 

"The first item of interest is 
that none of the rates between Vancouver 
and the points shown is based on the 
actual mileage to or from Vancouver," 
They are actually based ongNew Westminstér? 
MR, STECHISHIN: That is courect, yess 
Qe And in most cases you. have taken 
a large area and applied the rates on ene side 
of it in other centres in Canada? 

MR. STECHISHIN: Yes, but they generally 
take the largest point in that group and apply the 
rate to ~~ surrounding area, Here, they did not 
take Vancouver and give the rate to New WedPuieater: 
They took the New Westminster rate and gave that 
to Vancouver. 

Qe I suggest to you it is rather 
difficult to follow that when the point is the end 
of the line? 


MR, STECHISHIN: New Westminster is the 


end of the line? 


<5 . 7. 
1pm) Ml a 


taal vec fai prote a es 
et ctnpie® Mate prov brane @ Baa A mort Batic: 
aad ot Feseden ad Jon be uods athena alle 
| “vee il 
item I tnennoo ono Saat’ ehagA > ypc) ee 
N86 ueY = 92 dgatascim .J2 Sgee gid) Sy 
at tesrwlmt Tq wodt teh. ogiee 
ere ay asond ad seta. ade to se aera a el) 
Sus go aided tl Me etaley udd> faa | 
Ser vontey siteyh) Henge suber i iawitce 


write Seg SoH od basst YE neee OTK veut : ’y 


sary hoewres tea isTne oars ee 
. 
acti eved toe ceaas) Peon gf San =) | ia 


“hia wwitse  aeteq off Seige tesleees sgl & 
chins qf wesdies weiije at 24 Yo 

Vilstensy yet! jad ,o67 SES it 
rage bas _— tod nt \eleg teegest =f eted 4 
fon bLb vod wer oo (here ed? of stat | 
BWeni@tess! wel ot etarosab sris Boa iia ona vial 
Jedd ¢yex ons ste: totensbiesWi ee em) woot ‘od? 
. | Geovoconsy 03 
Safad ef GL, meg od Ssonuue J > 


hte 2 a2° Jator sdf ae Tart neliet et #ivotriz 
; ; i ua 
= % 


odd a2 Istanteines wok 


ANGUS, STONEHOUSE & co. tro. SUeGhishin, Rutledge 9 15981 
TORONTO, ONTARIO Trachtenberg, Cr~-ex, 
(Brasier ) 


Q. No, Vancouver is the end of the line, 

MR, STECHISHIN: That is why it should 
have been the key point, | 

Q. Why? Because iis Nowte have been 
no places in British Columbia beyond Vancouver which 
wuld have got the benefit, as there is in other 
centres? 

MR. STECHISHIN:s I am afraid I cannot 
just accept that because it was not done in eastern 
termini, 

Q. Which one are you referring to? 

MR, STECHISHIN: Montreal, if you like, 

Q. There are places east or west of 
Montreal that can be included. I suggest to you 
there is no other terminus, except perhaps Halifax? 

MR, STECHISHIN: It would be exceedingly 
difficult to have a terminus in the centre of 
metropolitan Toronto, It is at the extreme south 
end of Toronto, measured to western Canada, which 
is the exact same situation geographically as 
Vancouver measured from Winnipeg again, 

Q. Now, on pages 93 and 94 you deal 
with the rates per carload, dividing it between 
terminal costs and line haul costs, In your opinion 
do the elass rates now in effect in Canada give 
effect to such division of cost? 

MR. STECHISHIN: No, sir, they do not, 

Q. You think it would be a vital thing 


for them to do so? You think it would be advisable 
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for them to be made on that basis? 
MR, STECHISHIN: I do not think I could 
Say that without exception, no, EY do not think that 
any one standard should be too rigid in the setting 
of rates, j 
Q- Now, the scheme that you are 
advocating here, and one of the factors you mention 
in favour of it, at page 97: 
",ee0iS that widespread adoption 
of gither of these schemes could lead 
to the virtual elimination of freight 
classification." 
Are you suggestion there that we could 
do away with the freight classification? 
MR. STECHISHIN: To a fairly substantial 
degree, yes, 
| Q. And you do not feel that that would 
lead to any difficulty? 
MR. STECHISHIN: No, I do not. I do 
not foresee any difficulty there at all. 
Qe One other at page 121, and I 
think Mr. Cooper spoke tothe rates you quoted on 
page 121, Vancouver to Calgary, 723 Vancouver to 
Winnipeg, $1.20. Those are rates for 1955? 
MR, STECHISHIN: I believe that is the 
correct date, I took them out of the tariff without 
referring to the supplements aha chances made in 


the rate levels since the publication of the tariff 


itself, 
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Q. On the next page, page 122, at the 


top you say: "The $1.20 rate is the normal Vancouver 
MR, STECHISHIN: I should have said 


Q. Thank you. Then, turning to your 
exhibit 153-I, Appendix 2, 

MR, STECHISHIN: Fhat is the rate to 
British Columbia coast? 

Q. Yes? 

MR, STECHISHIN: Yes, sir. 

Q. I think without exception, is it 
not correct to say that all the rates to Vancouver 
quoted are agreed charge rates? 

MR, STECHISHIN: Yes, they are, I believe, 

Q. And a great many of the rates 
quoted from Winnipeg are class rates? 

MR, STECHISHIN: Are the lowest available, 

Q. Well, they are class rates? 

MR, STECHISHIN: They happen to be, 

Q. They are class rates? 

MR, STECHISHIN: But, I mean, they were 
not selected for the reason that they were class 
rates, They were selected because they were the 
lowest available, 

Qe “Wow, I am just picking these out, 
You can charge me with an ulterior motive, if you 
wish, I wonder how many people produce titanium 


in Winnipeg? 
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MR, STECHISHIN: I will be quite frank 
with you: I do not even know for sure what titanium 
3 6 However, Mr. Brazier, there, in addition to 
producing an article in a community od could also 
distribute it. I hear we have a possibility of 
developing a titanium producer in Manitoba, 

Qe You have not yet? 

MR, STECHISHIN: That is maybe one reason 


why we haven't yet. 
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Q. Now, going to another item, another 
item you have there is automobiles, You manufacture 
automobiles in Winnipeg? 

MR, STECHISHIN: No, we don't, 

Q. So the existence of a rate from 
Winnipeg to Vancouver on automobiles is not important, 

MR, STECHISHIN: We have had automobile 
assembly plants in Manitoba; sometimes cars can come 
up from the United States to Manitoba, 

Q. Do they today? 


MR, STECHISHIN: I don't know of any today, 


NO, 


Q. And in your experience, if such an 
assembly were established in Winnipeg, do you not 
think they would be probably able to get a lesser 
charge than the class rates from the railways if they 
applied to the railways? 

MR, STECHISHIN: If they applied to the 
railways it is possible they might. However, many 
industries don't apply to the railways; they look 
at the rate structure and find out where they can 
locate, 

Q. Do you find many industries doing 
that? 

MR, STECHISHIN: or had more than 
one unfortunate case of that, 

Q. On those items which are produced, 


I suggest on the whole, the rates are not too far out 


of line. 
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1 (Brazier ) 

2 MR, STECHISHIN: What do you mean by 

3 "out of line"? The same as Toronto? I don't 

4 see one that is half of the Toronto rate, 

5 Q. You are suggesting that those 

6 rates should be half of the Toronto rates? 

‘h MR, STECHISHIN: No, I don't say half; 
8 I say they should reflect the difference in mileage, 
9 Qe Even if there is a rail competition 
10 at Toronto and which doesn't exist at Winnipeg? 

11 MR, STECHISHIN: It is impossible to 
12 have rail competition from Toronto to Vancouver 

13 without Winnipeg. I think you haven't closely 

14 followed the tables we put in where I think we 

15 showed quite conclusively that the railways would 
16 make more money by publishing a lower rate from 

17 Winnipeg than from Toronto, The question is 

18 whether or not we can do something to increase the 
19 rail revenue without increasing rail rates aisle 
20 all. 

21 Q. Would you agree that your figures 
20) on increasing the rail rates are just a matter 

23 of supposition until you find out what the costs 
24 are to the railways? 
25 MR, STECHISHIN: If you want to pin 
26 me down to ome cent; but I think the rates shown 
27 here will be very close to the actual fact when 
28 they are made available, 

29 Qe We can’t tell whether your 


30 examples are correct or not until we get cost 


> = *otpome? ma ome. oat’ Sent? to Yoo = 


2Y o¢fato? aff 1s tise -@f dens eo 366 


‘S76 16 2ied 2e4 DPinpte estar 


voqaoo Ley eved 


evs iy Lat -So}LanLW suowseto él 
280 ¢ Lup DSewode Li 
; etlcay «ft Qaaos oso salam a 


+ Oy? - " ran a Leaniw, fl i! 


- Sterns ‘etiw ennevet Ifes oj 


» ‘> r 
z »>'s ieee younst oO a 
: -” 
‘ 
i 72 oy ; TLi mld faoospe a) i tr . 
A ey mw AUC 
a aad és 


: 
yee Phas ws en hs : 
bo deus 1 PONE ITHORTS i ' 
foils Bottos asig a? T Jud ~f@80 Sm of need on 

vow Fas) [egeas aclZ of esofn veey of Fite oun 


-oitepiays shee sam end 


Tavotw [ies 2) deo wee ye aah 


~ 3805 U9 dae ton aw 
= peed age mee ete 


ANGUS, SO REPOUSE NI cGuL TD, Stechishin, Rutledge, 15987 
a ae i Trachtenberg, cr-ex. 


7 (Brazier ) 

2 information, 

3 MR, STECHISHIN: Yes. 

4 COMMISSIONER MANN: On the exhibit that 
5 you have just discussed with Mr, eevee you have 

6 a notation there on window glass, Winnipeg to 

if Toronto. Now, the Toronto rate is an agreed 

8 charge. Do you know whether that is to meet import 
9 competition in window glass? 

10| MR, STECHISHIN: The railways never put 
11 on an agreed charge why they have issued it. I 

12 have heard that that is the case, 

13 | COMMISSIONER MANN: Is there a window 
14 glass manufacturer in Winnipeg? 

15 MR, STECHISHIN: I don't know of one 

16 actually manufacturing window panes, 

17 COMMISSIONER MANN: Thank you very much, 
18 THE CHAIRMAN; On Monday morning there 
19 is to be a Community Chest meeting in this room, 

20 So we will adjoumuntil 10:30 and sit until 4:30, 
21 and Mr. Saunders will be the witness. 

22 

23 ---Adjournment. 
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